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LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 


MONDAY, OCTOBER 1, 1951 


Hovst or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE ON PROCUREMENT, 
Washington, D.C. 


The special subcommittee met at 10 a.m... Hon. O. C. Fisher, chair- 
man of the subcommittee, presiding. 

Those present: The chairman, Mr. Fisher, Mr. Anderson, Mr. 
deGraffenried, and Mr. Doyle, and Mr. Havenner appearing especially 
with the committee. The committee meets on reference from the act- 
ing chairman of the full committee on the subject of the proposed 
lease by the Navy Department of the so-called Naval Industrial Re- 
search Shipyard at Alameda, Calif. 

The CuatrmMan. Let the record show that this hearing is held pur- 
suant toa reference by the full committee under date of September 27. 
1951. I insert an excerpt of the proceedings of that committee. as 
follows: 


Fut. CoMMITTEE HEARING ON H. R. 5067, H. R. 5405. H. R. 4049, H. R. 3548, 
H. R. 2604, and ACQUISITIONS AND DISPOSALS 


Mr. Brooks. In this particular instance, we have one project, No. 650, which 
has been objected to. We have one witness, I think, Admiral Klein— 

Admiral, will you step forward. 

Admiral KLern. Yes, sir. 

Mr. Brooks. From the Bureau of Ships. 

Is Mr. Albert. Simmons of Albert Simmons and Associates here? 

Mr. CAvINEss. Yes. 

Mr. Brooks. Now, Admiral, I would like to ask you this question: Is there 
such an urgency about this matter that we couldn't refer this to the proper sub- 
committee and let them handle the matter and then report back ? 

Admiral KLEIN. So far as the Navy Department is concerned and the Bureau 
of Ships, I would say “No.” 

Mr. Brooks. How about you. Mr. Simmons? Would that be all right ? 

Mr. Caviness. Speaking for Mr. Simmons, we would prefer it to be handled 
that way, Mr. Chairman. 

Mr. Brooks. Then, if there is no objection from the committee, the Chair will 
refer it to the Hébert subcommittee, and since Mr. Hébert—he has proper juris- 
diction of the matter—is in New Orleans and won't be back within the near 
future, and if the gentleman from Texas, my colleague, Mr. Fisher, who is next 
in line—I have already spoken to him=——— 

Mr. CAvVINESS. Yes, sir. 

Mr. Brooks. Will take over and hold hearings and then report back to the 
full committee, it will facilitate us all. 

So, if there is no objection, we will appoint that subcommittee. 


Mr. Fisner. Let the record show that this submission is made by 
the Navy Department as follows: 
Disposart No. 670 


1, A proposed lease disposal covering the property described below was sub- 
mitted to the Armed Services Committees on April 10,1951. This proposal was 
disapproved by the House of Representatives, Committee on Armed Services, 
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on May 14, 1951, because this committee received a number of complaints in 
regard to the proposed lease. In order that the best interests of the Govern- 
ment be fully protected, this facility was again widely advertised as being 
available for leasing by inserting ads in nine representative newspapers 
throughout the country, and by sending invitations to submit proposals for 
leasing to various commercial firms, real estate boards, postmasters, and in- 
dividuals. As a result of this second solicitation for proposals to lease this 
facility, Plant Bros. Dry Dock Co. again submitted the best proposal received and 
increased the monetary consideration previously offered in minor amount. 

2. The property proposed for leasing was acquired pursuant to the approval 
of the Armed Services Committees of the Congress, granted by the Senate on 
April 27, 1950, and the House on April 24, 1950, acquisition project No. 275F, from 
Loyola University, successor to General Engineering & Dry Dock Co. It con- 
sisted of approximately 12.53 acres of land with assignment of a lease on 1.4 
acres of water-front property and the improvements thereon, in Alameda, 
Calif. Total cost was $284,500. The property so acquired was estimated 
to have a fair market value of $556,675. Additional facilities were furnished 
by the Department, of which approximately $5,310,425 remain in the shipyard. 

3. The facilities so acquired and installed consist of land, buildings, piers, 
ways, Inarine railways, a 10,500-ton timber floating drydock, weight-handling 
equipment, and machine tools and appurtenances, with all necessary services. 
The shipyard has been designated as a naval industrial reserve shipyard, the 
capacity of which is to be retained for national security. The yard has been 
in stand-by status since 1949, when the original contractor discontinued operation. 

4. It is now proposed to lease the entire facility to Plant Bros. Dry Dock Co., 
for use in ship construction and ship repair, under terms and conditions which 
will assure the Department that the full productive capacity will be available 
if required for Navy production. Those terms and conditions are as follows: 

(a) Term.—The lease will be for a period of 5 years, with options to renew 
for three additional 5 years each on mutually agreeable terms. 

(6b) Rental.—The lessee will pay $30,000 per annum for the upland facilities, 
40 percent of docking fees, plus pier rental at rates varying, dependent upon 
the services available at the various piers, from 1% to 5 cents per day per 
foot of length of vessel berthed. 

(c) Maintenance.—The lessee will maintain the entire plant at its own ex- 
pense in accordance with sound practice in the industry. The facility is to be 
maintained in a condition equal to its condition at the time of commencement 
of the lease as determined and recorded by survey at that time. 

(d) Termination.—The lease will be terminable by the Government (i) 
without notice during any national emergency declared by the President or the 
Congress, (ii) upon 60 days’ notice whenever the Secretary of the Navy deter- 
mines that national defense so require, or (iii) upon 90 days’ notice if the 
property becomes surplus to the further needs of the Department. In the 
event of termination or expiration the lessee will maintain the facility on 
a reimbursable basis for a period of 20 years from the date of the lease. 

(c) Insurance,—The lessee, at its own expense, will provide insurance coverage 
adequate for the protection of the Government-owned property. 

5. It is respectfully requested that approval be granted to lease the Naval 
Industrial Reserve Shipyard, Alameda, Calif., under the terms outlined 
herein. 

Mr. Courtney. Mr. Chairman, let me also refresh the memory of 
the members of the subcommittee that the subject of this lease was 
once before the full committee and was rejected, and sent back for a 
new bid. 

Subsequently, the advertising for bid was taken. Those proposals 
are here. 

Mr. Fisner. Proceed, Mr. Havenner. 

Mr. Havenner. Mr. Chairman, as Mr. Courtney has said, nearly a 
year ago, I think the date was November 4, 1950, the Navy Depart- 
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ment invited bids from private operators for leasing the Naval Indus- 
trial Research Shipyard at Alameda, Calif., formerly known as the 
General Engineering Shipyard. Bids were received and the Navy 
Department recommended acceptance of the bid submitted by the 
bidder whose name I believe to be Thomas Plant and Associates. 

Mr. Courrney. That is right. 

Mr. Havenner. Of San Francisco, subsequently, Chairman Vinson 
of the House Armed Services Committee informed me that he had 
examined the bids and considered all of them to be too low. I believe 
that he directed that the committee return the bids to the Navy De- 
partment, with the request that they reject all of them and call for new 
proposals. 

Mr. Anperson. Excuse me. Wasn't that okayed by the full com- 
mittee ¢ 

Mr. Havenner. I am not sure. 

Mr. Courrney. You mean—— 

Mr. Havenner. Returning the bids to the Navy Department ? 

Mr. Courrney. Yes. 

Mr. Anprrson. Yes. As I recall—— 

Mr. Courtney. The action heretofore and the proposed reletting 
was all handled by the full committee. 

Mr. Anperson. Well, the thing I wanted to clear up was I think 
Mr. Havenner inadvertently said that Chairman Vinson directed that 
it be returned. He called it to the attention of the full committee and 
asked for concurrence. 

Mr. Courrney. By the action of the committee. 

Mr. Hwvenner. He had informed me he had examined them and 
I think it was his recommendation to the committee that was respon- 
sible for that action. 

Mr. Anprrson. Yes. 

Mr. Courtney. Mr. Robert Caviness, of the District of Columbia 
bar. 

Mr. Chairman, Mr. Albert Simmons, of Albert Simmons Associates, 
is ready to be sworn. 

Mr. Fisner. All right. 

Hold up your right hand, Mr. Simmons. Do you solemnly swear 
the testimony you are about to give before this committee to be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Simmons. I do. 

Mr. Courrney. Mr. Chairman, may the record show there is a quo- 
rum of the subcommittee whose names are identified in the hearing of 
the proceedings and this hearing is held pursuant to the House Reso- 
lution 38. 

Now, for the benefit of counsel and the witness, I will read you the 
terms of the resolution: 

Resolved, That the Committee on Armed Services, acting as a whole or by 
subcommittee, is authorized and directed to conduct thorough studies and in- 
vestigations relating to matters coming within the jurisdiction of such commit- 
tee under rule XI (1) (c) of the Rules of the House of Representatives, and 
for such purposes the said committee or any subcommittee thereof is hereby 
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authorized to sit and act during the present Congress at such times and places 
within or outside the United States, whether the House is in session, has re- 
cessed, or has adjourned, to hold such hearings, and to require by subpena or 
otherwise the attendance and testimony of such witnesses and the production 
ef such books, records, correspondence, Memoranda, papers, and documents, 
as it deems necessary. Subpenas may be issued over the signature of the chair- 
man of the committee or any member of the committee designated by him, and 
may be served by any person designated by such chairman or members. The 
chairman of the committee or any member thereof may administer oaths to 
witnesses. 

That the said committee shall report to the House of Representatives during 
the present Congress the results of their studies and investigations with such 
recommendations for legislation or otherwise as the committee deems desirable. 

You understand the resolution and the authority of the committee ? 

Mr. Caviness. Yes, sir. 

Mr. Courrnry. Now, may the record show that Mr. Albert Simmons 
is here present and that he is represented here by Mr. Robert Caviness 

-~C-a-v-i-n-e-s-s—of the District of Columbia bar. 

Mr. Cavrness. Yes, sir. 

Mr. Courrney. This matter, Mr. Chairman, relates to the proposal 
to lease what is known as the Naval Industrial Shipyard at Alameda, 
Calif., which is now pending for consideration by the committee. 

Mr. Fisurr. Very well. 

Suppose the counsel proceed to develop the testimony which Mr. 
Simmons has and which he desired to present to the committee in con- 
nection with the bidding. 

[ would like the record to show that Mr. Cunningham has arrived 
since note was previously made by the committee members who were 
present. 

Mr. Courrney. Now, Mr. Albert Simmons, will you give to the com- 
mittee your legal address ¢ 

Mr. Simmons. 461 Market Street, San Francisco. 

Mr. Courrney. And your home address ¢ 

Mr. Stumons. 50 Laguna Street. 

Mr. Courrney. And you are a resident of the State of California ? 

Mr. Simmons. Yes, sir. 

Mr. Courrney. And you are representing Albert Simmons Asso- 
clates ¢ 

Mr. Stumons. Yes, sir. 

Mr. Courrney. And will you explain for the record who constitute 
Albert Simmons Associates ? 

Mr. Simmons. Parrott—— 

Mr. Courtney. Give his first name, please. 

Mr. Cavrness. May I say something here, Mr. Chairman ? 

| am sorry to interrupt Mr. Courtney. 

We had proceeded on the assumption that we would be able to make 
a very brief and general statement of our side of this issue. 

Mr. Courtney. Be glad to have you to do. 

Mr. Fisner. All right. 

Mr. Caviness. I believe very sincerely that we can save a good deal 
of time. IT have specific information, for example, as to all of the 
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people who are associated with Mr. Simmons, and he would have to 
look in his file, I am sure, to get their addresses and so forth. 

Mr. Courtney. If you have a prepared statement, we would be glad 
to have you read it, Mr. Caviness. 

Mr. Caviness. I have no prepared statement, but I think a concise 
outline of what the issue which we would like to have the committee 
consider is. 

Mr. Courrney. I think under those circumstances, since we are tak- 
ing sworn testimony, we would have to have Mr. Caviness sworn. 

Mr. Fisuer. Since your information is in the form of testimony, 
suppose you raise your hand and be sworn. 

Hold up your right hand, Mr. Caviness. Do you solemnly swear 
the testimony you are about to give before this committee to be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Caviness. Yes, sir. 

Mr. Fister. Now, you proceed with the statement which you have 
prepared. 

Mr. Caviness. All right, sir. 

Now, I would like the committee to understand that my associa- 
tion with this case is very recent. I have not personally gone back 
and talked to each one of these individuals whom I will mention here, 
and what I say is conveyed to me through Mr. Simmons. 

Mr. Fisuer. Very well. 

Mr. Caviness. In other words, I am not speaking on personal 
knowledge in some respects. 

Mr. CourrNry. We will ask Mr. Simmons to verify your statement 
as you repeat it and as he hears it before the committee. 

Mr. Cavrness. All right, sir. 

Gentlemen, Mr. Albert Simmons has been in Washington since 
February 22, endeavoring—— 

Mr. Courtney. Of this year / 

Mr. Cavrness. Of this year—endeavoring to have 

Mr. Summons. August 22. 

Mr. Caviness. I beg your pardon. It is August 22. 

He was in Washington before, but at this time he has been here 
since August 22. 

lor 40 days now Mr. Simmons has been beating a path up and down 
the corridors of the Navy Department and to some extent here in 
Congress endeavoring to have his side of the matter thoroughly 
and carefully considered. 

He has succeeded in talking with various members of the Navy De- 
partment but has not, so far as IT understand, had an opportunity to 
give a complete or a relatively complete description of what he thinks 
the issues really are. 

I would like the committee to know that Mr. Simmons and his 
associates have not become interested in leasing this shipyard only 
since the Korean conflict began. Back in 1948 and 1949 Mr. Sim- 
mons and his associates began communicating with the Navy Depart- 
ment, asking if it would be possible and feasible for them to lease 
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any one of several naval yards in the San Francisco Bay area. I 
think there were in all some three specific yards about which they 
made inquiries. 

The general engineering yard, the yard here in question, was one 
of them. 

The initial decision to lease by the Navy, or release, the General En- 
gineering yard, the yard here in issue, was made, as we understand it, 
about in the fall of 1950. For some months before that time, Mr. Sim- 
mons and his associates had been inquiring about the possibility of 
leasing that particular yard, in addition to the two other yards. 

Now, just so the committee will understand which yard we are 
talking about, I have here a booklet containing the full description of 
all of the equipment of the yard. It contains also a schematic map 
which shows the location of the yard buildings and so forth. And 
there is an aerial view on back of this. I would like to have the com- 
mittee look at this so they will understand what we are talking about. 

Mr. Courrnry. This was prepared, Mr. Caviness, I notice, by Gen- 
eral Engineering & Dry Dock Co. 

Mr. Stumons. That is correct. 

Mr. Courtney. Who were the former occupants ¢ 

Mr. Stumons. They were the operators during the war of this par- 
ticular shipyard. 

Now, this shipyard, at least from my station? is a tremendous 
organization. We do not have the valuation of the yard, which I 
think it will indicate to the committee the size of the matter here in- 
volved to say that even prewar General Engineering & Dry Dock was 
doing an annual gross of about $5 million per year. 

Duri ing the war, their gross went up to as high as $50 million with 
this shipyard. 

Now, at this time, though, their gross was fifty million they were 
doing work in other small areas not. directly connected or contiguous 
to this yard. However, Mr. Simmons and his associates have between 
them computed that certainly about somewhere between $35 and $40 
million of gross was done at this particular establishment. 

Now, with that viewpoint of what we believe the size of this project 

s, let me go ahead with the chronologic: il story. 

"In December of 1950, the Navy received bids for the first time on 
the leasing of this shipyard. At that time, five bids were submitted, 
as I recall it. The two higher bids, the ones that were finally recog- 
nized by the Navy as the two highest bids, were the bid by Simmons & 
Associates and the bid by an organization known as Plant Bros. 

Asi at that time, or followi ing the submission of—the Navy 
Depar tment recommended the approv al or the ac ceptance of the Plant 
Bros. bid. Mr. Simmons at that time, or rather the Simmons Asso- 
ciates at the time, protested to this committee. And in, I believe it 
was June 

Mr. Stumons. May. 

Mr. Caviness. May of 1951, after the matter had been presented to 
this committee, all bids were rejected and it was readvertised. The 
readvertised bids or the second group of bids were taken at the end of 
July of this year. This time only three bids were received, at least 
so we have been informed. 
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I might say here—well, I will go into it in just a minute. 

The three bids were received in the latter part of July. Incidentally, 
the advertisement by which the Navy made known the possibility 
of leasing this yard was published in various newspapers through- 
out California. It was what we call, or I normally call, a public 
offering, and a public invitation. 

However, when the bids were received, Mr. Simmons, represent- 
ing his associates, attended or were present in the office where the bids 
were supposed to be submitted, but those bids were not opened to 
the public. 

We do not know, frankly, whether the Navy was supposed to have 
opened those publicly or not, but that coupled with some other 
things, which we will mention here, has caused Mr. Simmons to feel 
that there is something wrong with the w ay these bids have been 
handleds 

Mr. Courtney. Well, Mr. Caviness, right there, for the record, 
and while we are on the subject: would you tell where this event 
occurred when he was refused the public reading of the bids? 

Mr. Simmons. The 25th day of July. The assistant industrial man- 
ager’s office, July 25 at 10 o'clock. 

“Mr. Courtney. Do you remember the name of the officer involved / 
Mr. Rawley, a civilian employee of the Navy. 

Mr. Caviness. Mr. Rawley is the assistant manager named in the 
bids and it was to him that the bids were directed initially. 
~ Mr. peGrarrenriep. Did Mr. Rawley personally open the bids? 
Was he there / 

Mr. Simmons. He was there. And I asked if they were going to 
have a public opening and he said “No.” 

Mr. Courrnry. Were the bids opened at that time / 

Mr. Simmons. No. He said they weren't going to have a public 
opening. 

Mr. Caviness. Since the bids were not opened publicly, Mr. Sim- 
mons and his associates, of course, had no idea where they stood 
amongst the three bidders. In fact, they were not told for some weeks 
how many bids there were. 

Being in the dark, that is as to his standing or the associates stand- 
ing, he made various inquiries back in Washington after—it was after 
you came to Washington, was it not ¢ 

Mr. Smumons. That is right. 

Mr. Cavrness. And finally, after pounding the corridors between 
various oflices was permitted a very hurried and very brief—I under- 
stand it was a matter of a very few minutes. 

About how many minutes was it, Mr. Simmons ? 

Mr. Simmons. Oh, about 7 or 8 minutes. 

Mr. Caviness. Where did that occur when you were given a chance 
to see the bids? 

Mr. Simmons. Colonel Churley, a Marine Corps colonel in Secretary 
Kimball's office, made an appointment with me to meet Admiral Klein. 

Mr. Courrney. You had made representations to the Secretary ? 
And as a result of that, Colonel Churley arranged for a meeting be- 
tween yourself, Colonel Churley, and Admiral Klein / 
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Mr. Srumons. That is right. 

Mr. Caviness. But what transpired at that meeting ? 

Mr. Stumons. As soon as I arrived, Admiral Klein says, “Mr. 
Simmons, I am very busy, I only have 15 minutes for you.” I said, 
“Admiral, it won’t take 15 minutes what I want to ask, find out.” 

He said, “What do you want ?” 

I said, “First of all, how do we stand ¢” 

He said, “You are the lowest.” 

I said, “Is that so?” 

“Yes.” 

“All right, how many bids were there?” 

He said, “Three.” 

I said, “Can I see the bids, who they are ?” 

He wouldn’t tell. He said, “No, we haven't the records. They 
are at the Armed Services.” 

That was—the 22d I arrived—about 3 days later. 

Mr. Caviness. Armed Service Committee / 

Mr. Simmons. That is right. So I couldn't see them. So I went 
back to Churley and told him- 

Mr. peGrarrenriep. ‘Twenty-second of August or September, what 
month ? 

Mr. Simmons. This was in August. 

Mr. Courrney. After talking to Churley you went to Admiral 
Klein’s office and it was in that office that this transpired ¢ 

Mr. Simmons. That is correct. 

Mr. Caviness. Now, that was the occasion on which you learned 
how many bids there were? ; 

Mr. Stumons. That is right. 

Mr. Caviness. Under what circumstances did you finally have : 
chance to look at the bids themselves / 

Mr. Simmons. The 30th day of August in his Assistant Secretary 
Koehler’s office. 

Mr. Caviness. You were then allowed to look at the bids. 

Mr. Stumons. Yes; allowed to look at the bids. 

Mr. Caviness. For approximately how long? 

Mr. Simmons. I had no chance to read them all. They wantea 
them back. I said, “Let me glance—I haven’t read them—at them.” 

I glanced over them again. From that I wrote a report on the 
same day, August 30, giving our version what we believed was right. 

Mr. Courrney. May I ask: What were the circumstances under 
which you got into Secretary Koehler’s office on this occasion when 
you examined the bids ¢ 

Mr. Stwmons. We knew right well it couldn’t go to the Armed 
Services before it went through the Secretary’s office. 

Mr. Courrnry. Then, following your interview with Admiral 
Klein, which you have just described ? 

You went and obtained an interview or an appointment with Secre- 
tary Koehler? 

Mr. Simmons. Koehler, that is right. 

Mr. Courrney. And did you ask him to be permitted to examine the 
bids? 

Mr. Simmons. Correct. 

Then he called me up a day or two later and said they had them. 

And that is the time following my appointment with Secretary 
Koehler and in his office, the place I have just been describing. 
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Mr. Courrney. As the opportunity you had for examining and 
evaluating these bids? 

Mr. Stumons. That is right. 

Mr. Fisner. At the time you talked to Admiral Klein, who was pres- 
ent, Mr. Simmons ? 

Mr. Stramons. Commander Simmons. 

Mr. Fisner. Just the three of you there ? 

Mr. Stmmons. That is all, the three of us. 

Mr. Fisuer. And you said Admiral Klein told you then that your 
bid was the lowest ? 

Mr. Stumons. No, the admiral told me. 

Mr. Fisuer. That is what I say. 

Mr. Simmons. Yes. Not only that, but I went to see—— 

Mr. Fisner. I understood you to say he said it was the lowest bid. 

Mr. Stumons. The lowest. We were the lowest. 

Mr. deGrarFenriep. That is, he said the Government was paying 
Jess or getting less from your bid for this lease than anybody else / 

Mr. Stuuons. That is right. 

Mr. deGrarrenriep. The Government was getting less out of it from 
your bid than from anybody else? 

Mr. Simmons That is correct. 

Mr. Cavrness. That is correct. 

I didn’t understand we were going to proceed in this way. I thought 
I could give a brief résumé and that then the committee or the Navy 
could question Mr. Simmons. At any rate, when Mr. Simmons finally. 
after considerable effort, obtained a look at these bids, he found that 
the Navy was again recommending the Plant proposal, that is the 
Plant Bros. proposal. 

Mr. Simmons then sat down and wrote a rather lengthy summary 
of his side, of the Simmons Associates side, of the matter to the Secre- 
tary’s office. 

Mr. Courtney. You have that here. 

May the record show, then, that an exhibit which is marked 1 is a 
copy of the letter which Mr. Simmons and Mr. Caviness referred to 
in their testimony as being an analysis of the bids as they were ready by 
Mr. Simmons in the office of Secretary Koehler ? 

(The above-referred-to document was marked for identification as 
“Exhibit No. 1.’’) 

(Exhibit No. 1 is as follows:) 

EXHIBIT No, 1 
Aveusr 30, 1951, 
Re lease of the General Engineering Yard, Clement Avenue and Schiller Street, 
Alameda, Calif. 
Hon. DAN KIMBALL, 
Secretary of the Navy, Washington, D.C. 

DEAR Sir: Following up our proposal regarding the lease of the General Engi- 
neering Shipyard, we have investigated the present status of the matter with 
the officials concerned, Mr. Koehler’s office was kind enough to inform us of 
the terms of the other bids received, these being Plant Bros. and Todd Ship- 
yards. We would like to submit the following facts for your consideration : 

The Navy Department has apparently concluded that Plant Bros. bid is the 
most favorable, the three bids having been evaluated as follows in dollar terms: 

Per annum 
Prem er IS eS ks ee Be cUe7 ae 28 PRES Ee 3 $80, 000 


Albert Simmons Associates__ eS Se te ees ee eee ok 3 St 
PROC EN SRAM REI Si a aes Sc Sa Sa So ce at _ 36,000 
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We completely fail to understand this evaluation, and respectfully submit that 
the Navy Department is in error thereon. A more detailed analysis of the bids 
will clearly demonstrate this (Todd Shipyards’ bid is omitted as obviously low). 

Albert cenieal 
Associates 


Plant Bros, 


Use of upland facilities . eles $20, 000 $39, 000 
Plus, > percent of gross receipts... 565) hig 2 ch ys | (?) pra? oan 
Drydock, marine railways, piers, and w harves, 30 pe reent of gross rece ipts (?) eles 
Drydock and marine railw: ey eerie hos fs as ea a TED een © Le (?) 
Footage basis piers and wharves_._________- cee ; Se ee (?) 

Total valuation by Navy Department........................--.- 50, 000 80 000 


It is apparent that our 30 percent rental of drydock, ete., was valued at 
$30,000; Plant Bros. at $50,000. This seems completely erroneous to us. We 
believe any competent ship repairman would prefer our rental basis as bringing 
in more money. Although Plant Bros. has offered 40 percent against our 30 
percent on this drydock and marine railways, those are inevitably used only 
oceasionally, and for a short period, compared with constant use of piers and 
wharves, on which our 30 percent offer would bring a considerably higher 
return than a flat footage rental. 

But our major point is that the Navy Department has completely failed 
to take into consideration our 2 percent of gross receipts offer on upland fac- 
ilities. The vard must do at least $3,000,000 business to break even. This 
would bring a return of $20,000 flat, plus $60,000 percentage, or a total of 
$80,000 per annum, as Compared with $30,000 offered by Plant Bros. 

It is obvious that both Plant Bros, and ourselves expect at least to break 
even. Otherwise we would not be interested in the shipyard. How can a rental 
of $30,000 per annum be defended on this basis, against a rental of $80,000? 

The Navy Department may state that is is not interested in percentage rentals, 
but only in leases on a flat basis. If this is true, why does the Navy propose 
to rent the drydock, etc., on a percentage basis, but not the upland facilities? 

To conclude, we think that a fair comparison of Plant Bros.’ bid and ours 
would be as follows: 


| Albert 
| Simmons | Plant Bros. 
| Associates 


Use of upland facilities - wth te Serta Ris: $80, 000 | $30, 000 


TE 008 sak Gs pte Se Beet a ee ees --+-----| 50, 000 | 50, 000 
Wt SREMRSIE SSS fl te) OME ett Ra UN ENB eh | 1 130, 000 | ~ 80, 000 





‘ Allowing only for break-even business, if business were greater, as we anticipate, our rental would 
naturally be correspondingly higher, whereas Plant Bros., would remain the same. 

As a final consideration, we believe our organization to be far superior to 
Plant Bros., both in experience and financial responsibility. We have com- 
mitted a major portion of the previous personnel of this year, together with 
a number of others, including Mr. John Lofland, former Coordinator of Con- 
version and Repair during the Second World War. Plant Bros. is a ship-cleaning 
outfit, without repair experience. 

We have spent many months on this matter and put forth a great deal of 
expense and effort. We realize that the Navy Department is an extremely busy 
organization, but we hope and beg that you will have the kindness to look into 
this matter and give us your reply. 

Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALBERT SIMMONS. e 


Mr. Caviness. I won't go into the details of that letter at the 
moment, but I mention it here to show that Mr. Simmons was not 
sitting by silently and letting this thing just roll on without making 
protest. 
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In this letter, Mr. Simmons endeavored to show that the dollar 
analysis at least of the bids was entirely wrong. 

No answer was received to that letter or to several other letters 
which we will mention in just a few minutes. 

Now, when Simmons and Associates entered their bid they were 
operating on the assumption that the order met on by which those 
bids would be evaluated would be for the Navy to weigh three factors. 

First, their experience and ability to operate a large shipyard of 
this sort. ; 

Mr. Courtney. You mean the ability of Simmons Associates ¢ 

Mr. Caviness. That is right. 

Secondly—perhaps not in this order, but at least three items we 
thought would be considered : 

First, the ability and experience; second, the net dollar return 
which the Government would receive from these bids or from the 
lease of this yard: and, third, the Simmons group certainly expected 
that as is generally done in bids of this sort the Navy would weigh 
the financial ability of all the bidders. 

Now, we sincerely believe that Mr. Simmons and his associates have 
superior qualification on all three counts that I have just mentioned : 
experience, dollar value, and financial stability, than the bid which 
has been recomended by the Navy Department. 

1 would like to mention briefly the persons who are associated with 
Mr. Simmons. 

Mr. Courtney. Well, Mr. Caviness, may I interrupt right there / 

When you are mentioning the individuals. tell the terms of the 
association and the extent there of their participation, please, for the 
information of the committee. just as you go along. 

Mr. Caviness. All right. 

Mr. Simmons says he has submitted a letter to the Navy Depart- 
ment. But I will endeavor to review that situation here. 

First, of course, there is Albert Simmons, who is here and is sworn 
at the time. Mr. Simmons has been connected with or been in and 
out of the maritime field, shipping, building, ship repair work, since 
World War I. 

Mr. Courtney. With what companies / 

Mr. Caviness. During World War I. Mr. Simmons took part in 
organizing and operating a shipbuilding company that built wooden 
ships in Seattle. The Coughlin Co.—C-o-u-g-h-l-i-n. 

Mr. Courrnery. Did they operate for the Navy or the Maritime 
Commission 4 

Mr. Stumons. Maritime. 

Mr. Cayiness. However, we want to make it clear that that was 
wooden ships, whereas this yard we are now discussing is, of course, 
steel vessels. 

Between World War I and World War II, Mr. Simmons spent a 
good part of his time in Canada, wherein he owned and operated mines 
and various other types of organizations. 

Mr. Courtney. With whom was he associated there / 

Mr. Simmons. Personally. myself. 

Mr. Caviness. He says that he was dealing for himself. 

You mean you want the names of the mines and that / 

Mr. Courrney. No; the names of any companies or mines that he 
was identified with / 
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Mr. Caviness. In his own name, then. Is that satisfactory / 

From 1942, the beginning of this World War, through 1947. 

Mr. Stmmons. To 1947. 

Mr. Caviness. Then from 1942 through 1947 Mr. Simmons was the 
president and general manager of the East Bay Shipbuilding & Re- 
pair Co. in Oakland, Calif., very near to the shipyard that we are 
discussing here. 

Now, I would like to have the committee look at a picture which 
shows the type of operation that Mr. Simmons was connected with 
during the last war, if I may. 

Now, the business which Mr. Simmons operated during World War 
Il is substantially the same type of operation as will be involved 
in this General Engineering yard. Of course, the General Engineer- 
ing yard is larger, but the same type of functions were carried on at 
the East Bay Shipbuilding Co., of which Mr. Simmons was president 
and general manager. 

The lease if given to Simmons and Associates, will be taken or will 
be put in the name of Raydair Industrial Products, Inc. That organi- 
zation is an existing corporation but is not functioning at present. 

In other words, it is just sitting there. So they decided to use that 
corporation rather than organizing a new one. 

Mr. Courrney. Do you have the amount of its paid-in capital and 
the date of its incorporation / 

Mr. Simmons. No. 

Mr. Cavrness. It is a functioning corporation under California law. 

Mr. Stiumons, That is right. 

Mr. peGrarrenrtep. That would be important, wouldn't it, as far 
as the financial stability, if it is to be done in the name of a corpora- 
tion’ That is one of the counts you mentioned. 

Mr. Caviness. Yes, 1 am going into the financial set-up very 
shortly. 

Mr. peGrarrenriep. The financial stability of the individuals 
wouldn't affect the corporation so much. 

Mr. Caviness. That is correct, sir. Mr. Courtney asked when the 
corporation was organized, Raydair ? 

Mr. Simmons. I think it was the year 1950. 

Mr. Courrnry. May L[ ask at this point, counsel, so we get right into 
the meat of it. 

Who were the stockholders, what is the paid-in capital and what 
are the assets in general and what is the experience of Raydair Corp., 
or whatever it is in this type of work ¢ 

Mr. Caviness. I mentioned this corporation because the Navy has 
been informed that the lease will be taken in that corporation’s name. 
Mr. Albert Simmons will be the executive vice president of that 
corporation, 

Now, the other persons associated with Mr. Simmons in this venture 
are Mr. John H. Loflund. Mr. Loflund has been in the ship-building 
and ship-repair business for over 30 years. During World War IT he 
was the coordinator for ship repair and conversion. That is a Federal 
organization operated I believe jointly by the Navy and Maritime 
Commission to schedule all use of dry docks and ship building repair 
facilities during the peak of the war periods. 

Mr. Cunnineuam. Was this Raydair Corp. formed for the sole 
purpose of being the lessee bidder for this shipyard, or does it have 
other work that it does or intends to do / 
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Mr. Simmons. It has no other work. 

Mr. Cunnincuam. Then it was formed for the sole purpose of mak- 
ing this bid as a lessee / 

Mr. Simmons. That is right. 

Mr. CunNnINGHAM. Why was it necessary to form a new corporation, 
since you already had the Albert Simmons Co.?- What was the pur- 
pose of forming a new corporation to be the bidder on this one plant, 
this one yard ¢ 

Mr. Simmons. Because two of the associates who were already in 
this company. 

Mr. Cunninocuam. And when was it incorporated ¢ 

Mr. Simmons. 1950. 

Mr. Courrney. May I ask right there: Mr. Simmons, was this 
Raydair Corp. formed at the time you put in the first bid which was 
rejected 

Mr. Simmons. That is correct. 

Mr, peGrarrenriep. Formed for the purpose of handling this oper- 
ation, if you got it 

Mr. Simmons. That is right. 

Mr. Caviness. Mr. Loflund will be a stockholder, but I have not 
quizzed Mr. Simmons as to the exact amount which each is contributing 
because as I was hoping to explain later the three real financial backers 
of this proposal are Mr. Simmons, a Mr. Parrott and a Mr. Radil—it 
seems to us that the personnel behind this offer is of considerable im- 
portance, probably or at least ordinarily it might even be of more im- 
portance than the dollar value of the lease. 

Mr. Cunnincuam. Is any performance bond required by the 
Government 4 

Mr. Caviness. Yes, sir. 

Mr. Cunnincuam. And is the Raydair able to furnish that bond 4 

Mr. Caviness. They offered to furnish a million dollar bond 
necessary. 

Mr. Cunnincuam. And the conditions of the lease require the Ray- 
dair Co, if it got the lease to keep the property in a state of repair 
equal to what it was when it received it at the time it turned it back to 
the Government. 

Mr. Caviness. That is right, sir. 

Mr. Cunnincuam. And it will contain a clause that if the Govern- 
ment needed it for emergency or defense work of any kind it could re- 
capture it / 

Mr. Caviness. Sixty days, ves, sir. 

Mr. Cunnincuam. And all those conditions are met with by the 
Raydair Co. 

Mr. Caviness. Yes, sir. 

Now, Mr. Loflund with his broad experienee in shipbuilding and 
repair will be the vice president in charge of production for Raydair 
Corp., when and if this transaction goes through. It is my under- 
standing that Mr. Loflund is not now in that capacity, is that right / 

Mr. Simmons. Yes. 

Mr. Caviness. We are trying to show the members of the com- 
mittee what this proposal really is, what they propose to do if suc- 
cessful. 
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Now, the third member of the Albert Simmons Associates is Mr. 
Peter Mesquita. Mr. Mesquita was with the General Engineering & 
Dry Dock Co., former operators of this yard, for over 25 years. 
During the war, he was the secretary-treasurer of General Engineer- 
ing and he was one of the principal production men who guided 
General Engineering during those war years when they repaired or 
converted over 4,000 oceangoing vessels in this yard. 

Mr. Mesquita will be the operating executive of Raydair Corp. 

Now, these three men that I mention: Mr. Simmons, Mr. Loflund, 
and Mr. Mesquita, are the production side of this association. 

In addition, they have secured commitments from most of the highly 
specialized superintendents and foremen who were General Engi- 
neering. General Engineering is completely out of business. Of 
course, some of their men are with other organizations, but Mr. Mes- 
quita’s association, or through Mr. Mesquita’s association with them 
this organization feels that it can bring back most of the really key, 
essential men into Raydair Corp. 

Now, in addition to the three that IT have dwelt on at some length, 
there is in the Raydair Corp.—I mean in one of the associates of 
Albert Simmons, Mr. J. B. Howell, of San Francisco. Mr. Howell 
is a man of wide business experience. He was formerly a leutenant 
commander in the Navy. He is now a vice president of the Lawrence 
Warehousing Co., a Nation-wide warehousing company. He is also 
a member of the board of the Texas Utilities Co. 

Then the next associate is Mr. A. A. Moran, of San Francisco. Mr. 
Moran was for many years the assistant or one of the close assistants 
to Mr. Robert Dollar. 

Then the next associate, Mr. Michael J. Ryan. Mr. Ryan is a naval 
architect and will function as such for Raydair Corp. 

The next member is Mr. William Parrott of San Francisco. Mr. 
Parrott is a man of considerable if not great wealth. He is often 
referred to, at least sometimes referred to, as the Astor of the west 
coast. He is president of the Parrott Investment Co., and he will be 
the president of Raydair Corp. 

Mr. Courtney. Could vou tell us what his financial contribution 
would be to the Raydair Corp. / 

Mr. Caviness. The last member of this group of Albert Simmons 
Associates is Mr. J. Radil. Mr. Radil is an attorney in San Fran- 
cisco. He is also an officer and a director in half a dozen substantial 
organizations in and around San Francisco, He will be the secretary 
of the Raydair Corp. 

Now, these gentlemen that I have named are the associates with 
Mr. Albert Simmons in this proposal. We think they are substantial] 
financially. We also think that certainly the first three that I men- 
tioned have a great deal of know-how and intelligence and ability 
when it comes to shipbuilding and repair. 

To answer the question that has been raised about the financial 
side of this organization. On March 6, 1951, Mr. Simmons submitted 
to the Navy Department, the Bureau of Ships, a statement, in letter 
form, explaining how the proposal or his operation would be financed. 

Mr. Courtney. Will vou mark this No. 3, please. 

(The document above referred to was marked for identification as 
“Exhibit No. 3.”) 
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(Exhibit No. 3 is as follows:) 


ExHI1bit No. 3 


Marcu 6, 1951. 
Re: Lease of shipyard on Clement Avenue, Alameda, Calif., known as General 
Engineering Yard, pursuant to proposal of Albert Simmons Associates dated 
December 2 and 12, 1950, code 761. 
BUREAU OF SHIPS, 
United States Navy Department, 
Washington, D. C. 
(Attention of Commander P. J. Simmons. ) 

GENTLEMEN: Confirming our telephone conversation of yesterday Radair In- 
dustrial Products, Ine., is the corporate vehicle of Simmons Associates in carry- 
ing out the above lease. It is a corporation of recent creation not engaged in busi- 
ness and which will conduct our operations. Its officers at the time of the execu- 
tion of the lease will be: William G. Parrott, president; Albert Simmons, vice 
president; and J. W. Radil, secretary and treasurer. Mr. Parrott is a well- 
known San Francisco capitalist, president of the Parrott Estate Co. and vice 
president of Parrott Investment Co. Mr. Radil is a partner in the law firm of 
Knight, Boland & Riordan, vice president of Parrott Estate Co., vice president 
of the Holbrook Building, and a director of other corporations. These three men 
will represent the business and legal end of this shipyard, will for the present 
he its only stockholders, and will supply whatever capital is needed. It was 
precisely because this corporation is unknown to you that payment of the rent 
for 6 months in advance and delivery to you of a policy of insurance in the 
amount of $1,000,000 at the time of signing of the lease were inserted as terms 
of the lease. For that matter, if you desire, we will forward check to you im- 
mediately for $7,500 as evidence of good faith. 

As to our ability and know-how in operating this yard you are already aware 
that we have lined up an adequate staff including most of the old General En- 
gineering personnel. 

We are confident that if our proposal is given careful evaluation it will be 
found in the final analysis to be the best one for the Government, assuming, of 
course, that the Government intends to so increase its ship construction, rehabili- 
tation, and conversion to a point where these facilities will be needed and that 
the Bureau is not just endeavoring to have private capital assume and carry at 
its own expense an idle Government property. 

Awaiting your reply we are, 

Very truly yours, 
ALBERT SIMMONS, 
Albert Simmons Associates. 


Mr. Courtney. May the record show the letter referred to as ex- 
hibit 3 for the record. 

I don’t observe any reference to the amount of financial contribn- 
tion by these gentlemen to the proposed corporation. 

Mr. Caviness. No, sir: we have not made that. I was Just about 
to say, Mr. Courtney, this letter that we have just introduced here 
of March 6 states that Mr. Parrott, Mr. Simmons, and Mr. Radil are 
ready and able to provide the financing to back this organization, to 
back Raydair Corp., operated under this lease if obtained. 

Now, they have not gone to the extent of actually subscribing capi- 
tal to the corporation yet, one of the reasons being that they do not 
know whether this is going through. But we have done—or Mr. Sim- 
mons and his associates have done what they think is the next best 
thing. They have identified themselves and said they are willing 
to put the necessary capital into this or supply the necessary capital, 
whatever it may be. 

Now, they have computed among themselves or have caleulated 
among themselves that it is going to take about somewhere between 
$300,000 and $500,000 to put this plant back in operation. 


91551—51- = 
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You see, this is in the nature of a surplus organization, and a good 
deal of the small machinery, at least, has been sold by War Assets. 

Mr. Courtney. As a matter of fact, most of the small tools have 
been sold under the Surplus Property Act; is that not correct / 

Mr. Caviness. That is correct. 

Further, the buildings and the wharves—not the wharves—but the 
piers and the shipways need repair. Therefore this group figures, and 
has so informed the Navy several times, that it will take probably up 
to $900,000 to put that yard back in competent operation. They also 
figure that it will require approximately $1 million operating capital 
in order to do the gross business which they consider necessary to 
break even on this yard or to make money out of this yard. 

We informed the Navy back in March as to the nature of this set-up 
and at that time said that they were ready to furnish an insurance 
policy in the amount of $1 million at the time of the signing of the 
lease and that they were willing to pay $7,500 at that time to insure 
good faith and so ‘forth. 

No question was raised by the Navy as to the capital not being 
paid in. 

I think, offhand——— 

Mr. Courrney. I don’t want counsel to get a false impression. I 
2m merely asking these questions for the purpose of giving vou an 
opportunity of making a full and adequate presentation to the com- 
mittee who are called upon to decide this question. 

Mr. Caviness. All right, sir. 

Mr. Cunniyenam. Well, if I may interrupt there, are these asso- 
clates going to pay in more money if necessary than the amount of 
capite ul stock they subseribed and paid for to this corporation ? 

Mr. Simmons. They will supply all money necessary. 

Mr. Cunntncuam. How many shares of capital stock in Raydair 
Corp.¢ What is the capitalization / 

How much—— 

Mr. Simmons. $250,000. 

Mr. Cunnincuam. How much per share was it being sold for? 

Mr. Simmons. We haven't gone into that yet. 

Mr. CunnincHam. Well, has it been incorporated ? 

Mr. Simmons. It has been incorporated. 

Mr. CUunnincHaAm. And received a charter ¢ 

Mr. Caviness. That has been incorporated. 

Mr. Cunnincuam. Under the laws of California é 

Mr. Caviness. But nothing further has been done, sir, other than 
io simply assure the Navy that these three specific individuals would 
supply all the needed capital. 

Mr. Cunnincuam. Would they be the sole owners of the stock in 
the corporation, or would it be held in the public / 

Mr. Simmons. No public. 

Mr. Courtney. What is the limit of indebtedness in the corpora- 
tion / 

Mr. Simmons. I beg pardon. 

Mr. Courrney. Is there any limit of indebtedness that may be in- 
curred by the corporation under either charter / 

Mr. Simmons, No. 

Mr. Caviness. Iam sure, however, if the California statutes on cor- 
porations are similar to those statutes, that it would be a very simple 
matter to increase the capitalization of the corporation. 
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Mr. Courtney. I just want to find out what your status Is as viewed 
by the committee at the moment. 

Mr. Caviness. Frankly, I am sorry to appear to be so vague on the 
questions about this corporation. I really didn’t realize that that 
would be an issue. And I didn’t quiz Mr. Simmons very greatly on 
that, Mr, Courtney. 

We feel that, since these three individuals have definitely indi- 
‘ated that they are willing to furnish up to a million and a half 
dollars, that is a pretty good assurance that the corporation is cap- 
able of operating, of handling this lease. 

Mr. peGrarrenriep. What Mr. Courtney has in mind, I think, is 
this: they would be limited in their lability by the amount of stock 
they had in the corporation. The corporation itself would be Hable, 
but sometimes the corporation uses the names of people that are con- 
nected with it or something of that kind who really don’t have any 
great amount of money invested in it. 

Mr. Cavrness. Yes, sir. I see what you mean. 

Mr. peGrarrenriep. And there wouldn't be any invidual responsi- 
bility there whatever. If the corporation failed to carry out its con- 
tract, a man could lose his stock in it, he could lose up to the amount 
of his stock, but his individual responsibility wouldn’t be there. 

Mr. Caviness. I see. 

Mr. Cunnincuam. Isn't that the reason for the performance bond ¢ 
Mr. Caviness. Yes: there is a performance bond. 

Mr. Cunnincuam. And is that bond to be furnished by a surety 
‘an indemnity company or by individuals ¢ 

Mr. Caviness. It doesn’t say, sir. The advertisements to which 
these bids were submitted—— 

Mr. Courrnry. Excuse me, Mr. Caviness. Let me interrupt right 
there. For information, I read from the bid proposal which was pub- 
lished: “Financial. Bond required at lessee’s expense granting satis- 
factory performance.” 

What information did you have as to the amount of the bond which 
would be required / 

Mr. Simmons. Whatever was necessary. 

Mr. Caviness. Wasn't it assumed that it would be somewhere in the 
neighborhood of $1 million ? 

Mr. Simmons. In our bid we said whatever the requirements were. 

Mr. Courtney. Well, you see, 1 point out that the proposal to which 
you are responding did not indicate the amount of the bond. 

Mr. Simmons. No. 

Mr. Courtney. And I am asking you, when you referred to this 
million-dollar bond in this letter here, what information did you have 
upon which to base a proposal in that amount ? 

Mr. Simmons. We believed that was necessary. 

Mr. Courrnry. In other words, you considered yourself that a 
million-dollar bond would be proper or would be required under this 
contract / 

Mr. Simmons. Correct. 

Mr. Courtney. Is that right? 

Mr. Simmons. That is right. 

Mr. Cunnincuam. Enough to cover the term of the lease, would it 
not? 

How many years was the lease to run? 


( 


_ 
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Mr. Stumons. Five years. That is what they advertised, 5 years. 

Mr. Cunnineuam. The million would be more than ample, then. 

Mr. Caviness. Also, Mr. Cunningham, to protect the Government 
against negligent use of the facilities, and so forth. There is much 
expensive machinery in this plant which would, I presume, be covered 
by the same bond. 

Mr. Courrnry. It was you, then, Mr. Simmons, who determined, 
or your organization which determined, that a million dollars would 
be about what would be required and necessary for the obligation of 
the lease. 

Mr. Stumons. That is correct. 

Mr. Courtney. Even though there is nothing in the proposal that 
states the amount of it. 

Mr. Simmons. No. 

Mr. Caviness. Now, gentlemen, we have endeavored to summarize 
the ability and experience of the Simmons Associates; and we have, 
I hope, shown that this group is at least reasonably financially capable 
of handling this yard if they are granted the bid. 

We, of course, do not have any definite idea of the personnel that 
Plant Bros. intend to employ if the yard is awarded to them. 

Mr. Simmons, as you heard, had only a very brief look at the bid 
and was not able to see any specific mention in there just how they 
propose to operate. But we would like the committee to know that 
Plant Bros. now and, so far as I know, all during the war were a ship- 
cleaning organization. In other words, they clean the boilers and 
knock the paint off the sides and repaint the ships and that sort of 
thing; but, insofar as Mr. Simmons and his associates or I know, they 
are not ship-repair people. They are not shipbuilders. 

(Otf-the-record discussion. ) 

Mr. Cunnincuam. Where did you get that rumor ? 

Mr. Simmons. Mr. Butler is the naval architect—I have a letter to 
that effect. He was before a notary public and signed it. 

Mr. Courtney. All right. I think the committee ought to have 
the original. You havea copy, which is just as good, 

Not to interrupt your chain of thought, but the Mr. Butler who 
is the one you referred to, is the one who signed the affidavit of 
August 30, 1951. 

Mr. Stwmons. That is right. 

Mr. Courrney. Which I have in my hand and which we will mark 
for the use of the committee as exhibit 4. 

(The above-referred-to document was marked for identification as 
“Exhibit No. 4.) 

(Exhibit No, 4 is as follows:) 


ExHIBIt No. 4 


KNIGHT, BoLAND & RrorpAn, 
San Francisco, Calif., August 30, 19517. 
Mr. ALBerT SIMMONS, 
Washington, D.C. 

Dear Mr. StMMONS: Pursuant to your recent telephonic request I have inter- 
viewed Mr. Roy L. Butler respecting conversations which he had with Plant 
Bros. respecting the lease of the General Engineering yard in Alameda. 

Prior to the time that the last bids were put in—namely, on July 11—Mr. But 
ler interviewed Plant Bros. upon another subject and during the course of that 
conversation the subject of their leasing the General vard came up. At that time 
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Mr. Plant stated that because of the lapse of a period of 18 months during which 
they had attempted to obtain this yard their financial backers were becoming 
disillusioned and showed no farther interest. Therefore they felt that it would 
be doubtful that they would even entertain bidding on July 25. 

After the bids had been put in, Mr. Butler was talking again with Mr. Tom 
Plant, Jr., about the General vard; and the latter then stated that his brother 
had contacted the Navy in regard to the bid that they had placed out of courtesy. 
At this time his brother was informed that there were two and possibly three 
bidders who had placed a more entertaining proposal than their bid. He was 
unable to obtain the information concerning who was the top bidder, but appar- 
ently from general conversation they do not anticipate getting the bid. 

At a still later date, when Mr. Butler was interviewing Plant Bros. about 
taking over the Hyet & Struck Engineering Co, contract for the reconversion of 
the U. 8S. S. Black, Plant Bros. told Mr. Butler that, although they want to par- 
ticipate, they had insufticient funds available over and above their present ob- 
ligations and were tied up in other contracts so that they could not consider it. 

Very truly yours, 
KNIGHT, BouANd & RIORDAN, 
J. W. Rapin. 
Roy L. BuTLER. 
DIsTRICT OF COLUMBIA, 
City of Washington, ss: 

Subscribed and sworn to before me this 17th day of September 1951. 

[SEAL] FLORENCE L. SULLIVAN, 
Notary Public. 


AFTERNOON SESSION 


(Whereupon, at 2:30 p. m., the hearing in the above-entitled matter 
was resumed, pursuant to the taking of the noon recess. ) 

Mr. Fister. Come to order. 

We will proceed with the hearing. 

As I recall, when we took a recess at noon, we were approaching the 
phase of it pertaining to the evaluation of the respective bids. 

Mr. Caviness. That is correct. 

Mr. Fisuer. If you will proceed along that line, now we will be glad 
to hear your statement further. 

Mr. Caviness. All right, Mr. Fisher. 

Mr. Courtney. Mr. Chairman, the exhibit which you have in your 
hand may be marked as “Exhibit 6.” 

(The document above referred to was marked “Exhibit No. 6” for 
identification. ) 

(Exhibit No. 6 is as follows :) 
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Mr. Courtney. And incorporated in the record as analysis and 
comparison of the Simmons bid, and what information is available 
or was available to Mr. Simmons concerning the Plant Bros. bid. 

Mr. Fiswer. All right. 

Mr. Caviness. Now, Mr. Chairman and members of the committee, 
we know of course what Mr. Simmons bid. We think we have a pretty 
good idea of what the Plant Bros. bid amounts to; I mean what per- 
centages, and so forth, were bid. 

It is our understanding that both bids contained a flat annual rate, 
that is, so much lump sum per annum. The Simmons Associates bid 
was $40,000 flat. The Plant bid was $75,000, a flat annual rate regard- 
less of the income, regardless of everything. 

Mr. Courrnry. Plus maintenance. 

Mr. Caviness. Yes; plus maintenance, but the actual amount the 
Government could have collected under those flat bids was $40,000 in 
one case and $75,000 in the other case, 

The Navy, apparently from what we have learned, didn’t accept 
either of the flat bids. In issuing their advertisement they had asked 
for an alternative on percentage basis, or were asking for it with 
varying percentages that we will go into ina moment. They rejected 
the flat bids, and apparently have recommended the acceptance of the 
percentage part of the Plant Bros. bid. 

Mr. Courrney. Mr. Chairman, may I for the record interpolate 
the terms of the proposal here, so we will understand what we are 
talking about ? 

Mr. Fisuer. All right. 

Mr. Covurrney. The proposal under which these bids were sub- 
mitted indicates under the heading of rent: 

Indicate rent for use of facilities on basis 1, figured amount per annum cover- 
ing use of all facilities and (2) figured amount for upland facilities (facilities 
other than drydocks, marine railways, piers, and wharves) percentage of 
charges made for use of drydock and marine railways and rate per foot of ship 
per calendar day for each ship moored at piers and wharves. 

Now, it continues under the heading of rent: 

Lessee is required to protect, maintain, and repair all of the facilities at its 
expense in accordance with sound industrial practice. 

Now, that is the requirement for bidding on the rental. 

Mr. Caviness. In the percentage part of the Simmons bid, the part 
which we are now concerned with, Mr. Simmons and his associates 
bid first a flat $20,000. Secondly, they bid 2 percent of gross receipts 
from all the activities of this yard. Then in accordance or in an effort 
to follow the language of the invitation or advertisement, they sepa- 
rated the remaining facilities—now, let me back up: In making their 
bid both parties have separated the upland facilities from the dock 
facilities. Dock facilities I use as a term to include the marine rail- 
ways, drydocks, and the piers. 

In the upland facilities part of the bid, Mr. Simmons and his asso- 
clates bid $20,000 plus 2 percent of the entire gross receipts. 

Mr. Anprrson. Is that estimated gross? 

Mr. Caviness. No, that is whatever the gross actually turns out to 
be, sir. 

Mr. Awnperson. Well, that has to be estimated. doesn’t it? 
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Mr. Caviness. Well, it has to be to evaluate the bid; yes, sir. 

Mr. Anprerson. Yes. 

Mr. Caviness. But it would be struck off at the end of the year, 
each year, you see, and based on the actual figures in actual operation. 

Mr. Courrney. Then, I take it, Mr. Anderson, that what you are 
talicing about is in this evaluation on the second column on the right 
that $3 million is the estimate of the volume of work which would be 
done ina year? 

Mr. Anprrson. That is exactly what Iam driving at. 

Mr. Caviness. That is what 1 am driving at, sir: yes. But may I 
first give you a general—I think it would be better to give you a gen- 
eral idea and tell vou what the Navy has done, and then go into what 
we think should be the evaluation and not what Navy has done. 

Now, in the invitation to bid the Navy asked for a footage rate on 
the pier rental and for a percentage on the drydock and marine rail- 
ways. Now, in Mr. Simmons’, instead of separating those two items, 
he bid a straight, let us say, 30 percent of all receipts from direct 
charges on the piers. the marine railways, and the drydocks. The 
Plant Bros., however, in their bid differentiated between the dry- 
docks and marine railways and the pier rental or footage basis. In 
the Plant bid they listed a certain number of cents per day per foot 
of ship to be charged at each of these seven wharves, or seven piers, 
excuse me. These are piers, incidentally, and not wharves. 

Then in the Plant Bros. bid, they bid 40 percent of all income from 
the drydocks and marine railways, in addition to their footage basis, 
for the pier part of the ‘yard or the pier income, let’s say. 

Now, we do not, of course, know how the Navy evaluated these bids, 
but they have placed an estimated value on the Simmons Associates 
bid of $50,000, and they have placed an estimate value on the Plant 
Bros. bid of $80,000, 

We would like to point out to the committee that Mr. Simmons and 
his associates have bid 30 percent of all direct receipts obtained from 
the piers, marine railways, the drydocks, and the wharves, or the 
piers, all of it being lumped together, whereas the Plant Bros. 
have offered a percentage only on the drydocks and marine 1 oa 

Now, in endeavoring to evaluate or to figure out how the N vaVy 
arrived at these percentages and in also endeavoring to prepare our 
own evaluation, we have, or Mr. Simmons and his associates have, 
considered it necessary first to start with what they think the esti- 
mated. gross receipts from these various facilities are going to be. 
Those gentlemen, all of them experienced in shipbuilding ‘and all 
of them familiar with this vard, have estimated that this yard must 
do at least a gross business of $3 million per anum in or der to break 
even, before they begin onkane any profit, because the overhead is 
necessarily going to be ver y great. 

Mr. Courtney. Well, the ‘obligation of this lease or proposed lease 
is first to assume the maintenance and repair. 

Now, how much in your bid did you estimate would be the cost 
of maintaining and operating and repairing the yard? 

Mr. CAvINess. The obligation of maintaining the facilities and so 
forth is in the mimeographed invitation that we have listed under 
maintenance. 

Mr. Courrney. Well, that is right; it is. 


ie 
ON 
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Mr. Caviness. I. think it is understood by both parties here, I 
mean, both bidders, that they are obligated to maintain in reasonable 
condition all the facilities. 

Mr. Courrney. Yes. 

Mr. Caviness. And that we have not—no figure appears for that 
amount in either bid. 

Mr. Courrney. No; I understand that. But in evaluation of your 
judgment as to the income of the yard, it would be of interest, I think, 
to the committee, to know how much you estimated would be your 
cost of maintaining the yard as a part of your rental. 

Mr. Caviness. Well, we have estimated, or rather, the Simmons 
Associates have estimated after very careful scrutiny and consider- 
ation of all the aspects that they will have an absolute minimum 
overhead of $140,000 a year. They can’t go under that and still re- 
tain their—even if they do no business at all, they will have to expend 
that much per annum on maintenance. 

Mr. peGRrarrenriep. Is there any way to figure in any kind of a 
practical way how much the Government will derive out of your 
bid in comparison to what it will get out of the other bid? 

Mr. Caveness. That is what I am trying to come out with, Mr. 
deGraffenried. 

Mr. peGRAFFENRIED. You say you don’t know how they evalu- 
ated it? 

Mr. Caviness. No, sir. 

Mr. peGrarrenriep. How do you evaluate it / 

Mr. Caviness. Well, I am leading up to that right now, sir. As I 
said a moment ago, we felt that any intelligent evaluation must start 
with gross receipts. some assumption of gross receipts. Mr. Simmons 
and his experienced people estimate that they have to make $3 million, 
or whoever takes this yard over, is not going to succeed with it. It is 
going to go back to the Navy by default, as it has done. incidentally, 
in two cases since General Engineering went out of business. It 
has been leased to two different people and neither of them could make 
a go of it. 

So, this group, Mr. Simmons’ group, believes on the basis of all their 
information and their knowledge and their actual experience of the 
yard, that it has to do $3 million gross. 

Now, if you start with $3 million gross, just as an estimate, it is very 
simple, or at least, it is possible to arrive at the net dollar return to 
the Navy. And that is what we have done in these charts. I think 
ach of you gentlemen have one of these before you. We have taken 
the top sheet there, in the top sheet we have taken an estimated annual 
use of $3 million and endeavored to show how much the Government 
would receive under each of these bids. 

Now, we do not know—you see, the bids are split between the up- 
land facilities and the dock facilities, that is, the piers, drydocks, and 
marine railways, both bids being split that way. We do not know— 
Mr. Simmons and his associates can’t say absolutely that 50 percent of 
the income at this yard, the gross receipts, is coming from the upland 
facilities and 50 percent from the piers and dock facilities. All we can 
do is make a reasonable estimate, and show what would happen under 
varying percentages of distribution of the gross income between the 
two facilities. 
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We started there at the top of the sheet with 50 percent split each 
way, that is, 50 percent of the income assuming comes from the upland 

facilities, and 50 percent from the piers and drydock, and so forth. 

If you will read across the page, we have shown the Simmons bid 
was $20,000 flat, plus 2 percent of gross income, and then in the Sim- 
mons bid—— 

Mr. pEGRAFFENRIED. Was that $20,000 or $30,000 4 

Mr. ANpeRson. $30,000, 

Mr. Caviness. No; the Simmons bid is $20,000 flat, plus 2 percent 
of all gross. 

Now, in the Simmons bid, they bid 30 percent of all direct charges 
arising or coming from the piers, drydocks, and marine railways. 
Now, if you assume that 50 percent of the income is going to come from 
that, from the dock facilities, let’s call them, then their bid would also 
require them to pay 30 percent of $1.5 million, or another $450,000, a 
total under the Simmons bid with a 50-50 break between upland facil- 
ities and dock facilities, of $530,000. 

Now, gentlemen, on the Plant bid, their bid on the upland facilities, 
was $30,000 flat. There is no percentage of any kind on that part 
of their bid relating to the upland facilities. You will notice now 
that in the evaluation of the Plant bid we have had to split the income 
on the dock facilities between piers on the one hand and drydocks 
and marine railways on the other because they broke their bid up 
in that way. 

In fact, it wasn’t their fault; the Navy asked them to do that. 
But to evaluate that part of their bid, since they have bid different 
parts for these piers and for the drydocks and marine railways, we 
have had to take a summation of what percentage is coming out of 
the 50 percent that comes from dock facilities, an arbitrary percent- 
age as to how much of that is going to be from the piers and how 
much from drydocks and marine railways. We have taken all the 
way through in these evaluations the assumption, or we have used 
the assumption, that 85 percent of the income from dock facilities 
would come from the piers and that only 15 percent of that income 
or gross receipts, let’s say, from the dock facilities would come from 
drydocks and marine railways. 

Now, the reason for that, briefly, is this—the reason for the large 
disproportionate percentage is this—this vard has only one drydock. 
It has two small marine railways. They won't take a very large 
vessel, and the drydock only takes up to 10,000 tons. 

In light of the knowledge which Mr. Simmons and his associates 
have of this type of operation, they are reasonably sure that at least 
90 percent of the income from all these dock facilities is going to come 
from the piers because they very great majority of the work is done 
at the piers. They only put a vessel in a drydock or haul it up on 
the marine railway as a last resort, when they have to do something 
to the bottom or the propeller shaft or something of that sort; and, 
becasue it is very expensive to keep a vessel in a drydock or on the 
marine railway, they get it off as soon as possible. 

So the Simmons group feel that probably not more than about 10 
percent of the gross receipts would actually be done on the drydock 
and marine railway. 

However, in making this analysis, because the Plant Bros. have 
used a percentage figure in bidding on the smaller part, the drydocks 
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and marine railway, we have arbitrarily figured it at 15 percent to 
be sure that, or at least not to cheat them in this part of the division 
of the bid. 

Now, the Plant Bros. bid 40 percent of all gross receipts from the 
drydocks and marine railways. Mr. Simmons bid 30 percent of every- 
thing received from dock facilities, including the piers. On the pier 
part of the Plant bid, they put m, as I said before, a footage bid, 
which ranges anywhere from 1 cent to 7 or 8 cents, I believe it is— 
at least we think that is about what it is. 1 cent to 7 or 8 cents per 
foot per day—which would be the return that the Government would 
receive as long as the vessel is parked next to one of these piers. 

Mr. Anperson. Excuse me, but isn’t there a devil of a variation 
between 1 cent and 7 or 8 cents? Does that depend on the type of 
vessel or 

Mr. Caviness. I believe it is dependent upon whether the pier at 
which it is anchored has a crane. Some of these piers have tremen- 
dous cranes on them, and some have not. Some have. I imagine, 
deeper water than others. I don’t know exactly. 

Mr. Stumons. That is correct. 

Mr. Caviness. Some of them are less expensive piers, and I 
imagine—— 

Mr. Anperson. If the vessel is moored at a certain type of pier that 
doesn’t have equipment on it. it might be 1 cent a foot per day: and 
if it is on a pier, for instance, that has overhead cranes, it might be 
7or 8 cents a day; is that the idea / 

Mr. Caviness. That, I believe, is the way, Mr. Anderson. But we 
talked that over in general, and that is my understanding. 

Mr. Fisner. Can you put this at 5 cents / 

Mr. Caviness. Yes. You see, we have not been able to really see 
these other bids and analyze it, but we know that certainly the aver- 
age would not be more than 5 cents per lineal foot per day. 

So, in making these computations, we have at least tried to give 
them the benefit, every benefit of the doubt on their footage bid. We 
have assumed—you see the footnote at the bottom. We have used an 
average of 5 cents per day, and we have assumed that every foot 
of pier in this vard will be occupied for every day during the 365 days 
In other words, we believe that $81,200 is the absolute maximum that 
could come from the footage bid put in by the Plant Bros. 

Now, as you see in this first column across to the right. that is the 
figure segment of the computation here, the way we figure the Plant 
bid would work out, assuming a $3 million annual gross and assum- 
ing a 50-50 split between upland facilities and dock facilities is this: 
We believe the Government would not get more than about $201,000 
out of their bid, whereas we can’t figure or can’t see how in the world 
the Navy could arrive at anything less than about a half million out 
of the Simmons bid. 

Mr. Anprerson. May I interrupt, Mr. Chairman? This is some- 
thing I want to get straightened out in my own mind. I have a letter 
here, dated September 20, addressed to me from the Albert Simmons 
Associates. One paragraph says: 

Since your bid at the minimum of operation will yield the Government an 
annual rental of $130,000, while the recommended bid— 
the Plant Bros. bid, in other words— 


would be only $80,000. 
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Now, how do those figures compare with the figures that you are giv- 
ing us here on this sheet ? 

Mr. Caviness. Well, I think I can explain that very quickly, Mr. 
Anderson. That letter was written before Mr. Simmons came to me 
and before we actually sat down and computed it out against the bids. 
The way that happened is this: In evaluating the two bids, the Navy— 
you see, the Plant Bros. bid $30,000 flat, and the Navy evaluated 
their bid at $80,000. Therefore, Mr. Simmons and his associates as- 
sumed that the Navy valued the potential income from the drydocks, 
from all dock facilities, as $50,000. Now, the way Mr. Simmons ar- 
rived at the $130,000 is this: He took that $50,000 as being the prob- 
able estimate of what would come in under both bids because he could 
see no justification for putting a different value on the dock facility 
part of either of these bids. So he took the $50,000 which the Navy 
had allocated to drydocks—that is, all dock facilities—and he added to 
that his $20,000 plus 2 percent of $3 million—— 

Mr. Anperson. Oh, in other words, he added that to the 880,000 
which is the top figure in the middle column here ¢ 

Mr. Caviness. That is right, sir. 

Mr. ANprERSON. $50,000 and $80,000, which made it $130,000: is that 
right ¢ 

Mr. Caviness. That is right. 

Mr. peGrarFenriep. He added that amount to the Navy's figures. 

Mr. Caviness. That is correct. 

Mr. peGRAFFENRIED. That 2 percent to the Navy's figures. 

Mr. Caviness. That is right. 

Mr. peGRarrenriep. What the Navy had. 

Mr. Caviness. Yes. The Navy had apparently, and I say this, 
we don't know what Navy has done, but apparently they have com- 
pletely ignored that 2 percent of gross. We can’t understand why. 
because it looks like if the gross is large, as we think it has to be, that 
is going to be a considerable figure in this computation. 

Mr. Anprrson. It looks as though the Navy, then, figured on far 
less gross income per annum than either of the bidders 

Mr. Caviness. Evidently that is true, Mr. Anderson. 

Now, gentlemen, I am not going to bore you with going through 
each of these computations. We have prepared a computation assum- 
ing a 33 million annual gross for each of several percentages which 
cover what we believe to be the absolute maximum range of distribu- 
tion between the upland facilities and the dock facilities. We started 
with 50-50—that is, a 50-percent split each way—and it could not—— 

Mr. Fisurer. Your estimate on the first one, based on the 50 percent 
hetween the uplands and the balance, you show that the Government, 
anticipating a $3 million gross business, would have a return of $530,- 
GOO per vear: is that correct; under the Simmons bid / 

Mr. Caviness. Yes, sir. 

Mr. Fisner. And your analysis shows that the Plant bid would 
amount to only $210,000 under those assumptions; is that correct / 

Mr. Caviness. That is our position. 

Mr. Fisuer. Based on your knowledge and understanding of the 
business, do you think that 50 percent is in the neighborhood of being 
correct 4 What is your best judgment on that / 

Mr. Caviness. Mr. Simmons and his group, including Mr. Mesquita, 
who was the treasurer of this General Engineering Corp., feel that it 
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will probably fall about 60-40; that is, 60 percent to the upland and 
1) percent to the other facilities. But we have taken it all the way 
through here, from 50 percent each way on down to 80 percent-20 per- 
cent. 

Now, you see, in evaluating the bids; I think it is almost necessary 
to do that because they c: n't say for sure—I don’t think the Navy 
or anybody else can say for sure—what percentage is going to be 
done in the upland facilities and what in the other. For our best 
estimate, then, it is 

Mr. Fisner. Can't you go back to the history of the oper: ation of 
this thing and tell what the percentage will be / 

Mr. Simmons. You can never tell what the work you will get is. 
So we put the different percentages. 

Mr. Anxprrson. It seems to me that the various percentages figured 
out indicating in each instance—and of course, based on the assump- 
tion of the Simmons Associates—with one of these percentages being 
used by the Navy, that it is not necessary to go into each one in detail, 
because we are going to have to find out from the Navy anyway what 
they did assume. 

Mr. Courrney. That is right. 

Mr. Anperson. These gentlemen may be working in a false premise 
to start with, for all we know, until we hear what the Navy has to say. 

Mr. Cavrness. Yes. 

Mr. peGrarrenriep. Well, are we going to run into any trouble as 
to what is a direct charge and what is an indirect charge? 

Mr. Courrney. [I was coming to that. 

Will vou explain this $225,000 item on the first page on the right- 
hand side—40 percent of $225,000 which you have assessed under 
the plant bid ¢ 

Mr. Caviness. Which—— 

Mr. Courtney. This one here—40 percent of $225,000, which I 
assume is the 40 percentage contained in the Plant bid over and 
above the figured rentals for the piers and wharves. 

Where do you get $225,000, in other words? 

Mr. Caviness. That is 15 percent of the total receipts from dock 
facilities, gross receipts from dock facilities. That is where we get 
the $225,000. 

Mr. Courrney. That is an arbitrary division, then, which you say 
would be attributable to the railways, drydocks, and so forth? 

Mr. Caviness. Yes. 

Now, our honest opinion is that it will be 90-10 percent, but be- 
cause they bid a percentage on the drydock at marine railway we 
made it 85-15 to give them some leeway in there. 

Mr. Covurrney. Then the only percentage, as I understand, under 
the Plant bid with which you are making comparison contained in 
the Plant bid is this 40 percent ? 

Mr. Caviness. That is correct. 

Mr. Covurrney. But your basic assumption is this in evaluating 
these bids—so we will be clear about it—is that the breaking point 
for this yard is $3 million ? 

Mr. Caviness. Yes. 

Mr. Courtney. Otherwise, the vard becomes a failure. And as- 
suming you get the $3 million gross which you say is the breaking 
point for successful operation, ‘then this as a minimum represents 














PROPOSED LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 31 


on the various percentages the income to the Government from the 
operation of the yard? 

Mr. Cavrness. Our best estimate of the income to the Government ; 
that is correct, sir. 

We think this yard has to make $3 million to break even. We think 
any organization that takes it over ‘and doesn’t gross $3 million a year 
is going to be a failure. But we have prepared at chart here, the bot- 
tom ones of these things, on the assumptions of a $1 million annual 
gross. 

Now, under that assumption, even assuming the yard only grossed 
$1 million a year, unless we are sadly mistaken this bid of the Sim- 
mons Associates is better for the Government, that is better for the 
Navy, until the distribution between upland facilities and drydock 
is reaching 80 percent, that is, 80-20 percent. 

In other words, we feel that even if this yard doesn’t become a full- 
blown going concern immediately, and only does a million, say, the 
first year or two, and if the people who have it are willing to carry 
on and take a loss, it is better for the Government than the Plant bid, 
even under those circumstances, and we have endeavored to show that 
in this computation of $1 million annual gross. 

If they don’t make a million gross, whoever it is, they are not going 
to keep it at all very many months. 

Mr. Doyte. What facts or history back of this yard, or use of piers 
and docks out there justifies your assuming that there would be 100 
percent occupancy of the piers? 

In other words, your percentage is based upon 565 days per year. 
That is 100 percent occupation. 

Mr. Caviness. Well, that is the absolute maximum, you see, that 
could possibly be received from that footage bid. 

Mr. Doyir. Yes; but what is the average? That is more nearly 
what you are justified in using. 

Mr. Caviness. The average depends upon how much gross you do, 
you see. 

Mr. peGrarrenriep. As IT understand, you have given the Plant 
company what you say is the benefit of that ? 

Mr. Stumons. That is right. 

Mr. Caviness. Yes. Our bid does not contain any footage bid, vou 
see. It isthe Plant bid that does, you see, and in making these evalua- 
tions, we gave them 

Mr. Doyre. Is the history of that yard or similar yards that there 
would be 100 occupancy percentage / 

Mr. Cavriness. No, sir; not even in full-scale wartime. 

Mr. Dorie. What is the occupancy, on the average ? 

Mr. Stumons. About 50-60 percent. 

Mr. Dorie. Around 60 percent / 

Mr. Caviness. I think even then that assumes a pretty heavy war- 
time activity for a yard this big. bons see, this vard has seven big, 
long piers. It has nearly 5,000 feet, nearly a whole mile of pier space. 
But we have used that absolute maximum that is possible here, to 
show that even with that assumption the Plant bid is much less than 
the other bid. 

Mr. Doytr. All right. Thank you. 

Mr. Courrney. So the committee may understand. there are six 
different sheets on six different assumptions as to the gross income 
from the yard which he is using for a comparative figure. 


91551—51——_8 
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Now, may I ask: referring to a letter of July 24, 1951, to the De- 
partment of the Navy, in reference to the lease which I presume is 
your original proposal, under the heading 4 (2) on page 2, there is 
this statement : 

Figured amount for upland facilities other than drydocks, marine railways, 
piers and wharves— 
that is responsive to the bid— 

20,000 plus. 

Now we are coming to it— 

Two percent of all sums received from the Government or any agency thereof 
for ship work performed for either account. 

Now, in the proposal for bid, I notice you were asked to exclude 
“proposals predicated upon award of Government work for the plant 
or upon Government furnishing or assisting in furnishing additional 
facilities will not be considered.” 

Now, your whole premise, then, is on assumption that there will be 
$3 million worth of Government work or all types of work ¢ 

Mr. Simmons. All types of work. 

Mr. Caviness. Mr. Courtney, although the language which you 
quoted is there, and it does say received from the Government or 
agency—"2 percent of gross receipts from the Government or any 
agency thereof,” was put in there, you will notice that in the conclud- 
ing paragraph of that same letter Mr. Simmons and his associates 
illustrated how this bid would operate and in that illustration they 
clearly indicate that they meant or intended to pay 2 percent of all 
receipts, because they don’t say—they say on the first $1 million 
volume the Department receives $20,000, as a percentage, plus this 
$20,000 as a flat bid. 

Mr. Courrnry. Then that statement requires correction. 

Mr. Cavriness. Yes. 

And it has been corrected verbally several times to the Navy. We 
think it is corrected in this last sentence here, because it is obvious, 
it certainly should be obvious, that they are bidding 2 percent of all 
Toss. 

Mr. Courrney. The two can't be reconciled. 

Mr. Caviness. The Navy has been told verbally and, incidentally, 
we prepared a letter here to make absolutely certain beyond all doubt 
as to just what we meant. We intended to deliver this to Admiral 
Klein, thinking he would be here today, but he isn’t here. I believe 
this makes it absolutely clear, beyond the shadow of a doubt, that 
this bid intended to offer 2 percent of all gross receipts, regardless of 
whether it came from the Government or not. 

Mr. Courtney. Regardless of any other source. 

Now, what is your estimate of the amount of private work or what 
is the experience in the harbor of the amount of private work or non- 
Government work ¢ 

Mr. Siumons. About 10 percent. 

Mr. Courrnry. About 10 percent of the volume would be non- 
Government work ¢ 

Mr. Simmons. That is right. 

Mr. Courrney. Now, of course, the work which you would be en- 
gaged in if you were given this yard to lease would be competitive : 
would it not. 
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Mr. Siwmons. That is right. 

Mr. Courtney. Now, do you have an estimate of the total volume 
of work on which annually you would be able to bid on the harbor 
based on the experience of the last several years¢ 

Mr. Simmons. We figured it should have about $3 million, sir. 

Mr. Courrnry. No; I don’t mean that. What would be the total 
amount available to the number of yards operating in the harbor? 
‘There are four or five yards, I believe, are there not, sir 4 

Mr. Simmons. There are three yards operating. 

Mr. Courtney. Yours would be the fourth ¢ 

Mr. Stamons. That is right. 

Mr. Courtney. What would be the total volume of work of all 
kinds which would be available in competition for those four yards 
annually 4 

Mr. Suumons. Well, we can’t say. We know that it takes $3 million 
to exist. 

Mr. Courtney. But vou dont know what the experience has been ¢ 

To the total volume of work let in the harbor; is that right / 

Mr. Simmons. That is right; and the reason we used that language, 
“any agency,” because we figured that we were going out to get con- 
tracts from the Government outside of the ship repair or shipbuild- 
ing. That is the reason we used that “from any agency of the United 
States Government.” 

Mr, Caviness. Maybe I can help with that clarification : 

Mr. Simmons and his associates have no estimate of the total 
amount of work available, but they do have very accurate records 
of the experience of General Engineering. 

Mr. Courrney. That is what I was directing it to; was the experi- 
ence in the harbor as to the volume of work which was available for 
bid now among four bidders, assuming four bids. 

Mr. Caviness. I don’t believe we can answer that. All we can say 
is that prewar, in peacetime, this yard averaged about $5 million 
gross. During the war it went up tremendously to as high as some- 
thing over $50 million gross per year. 

Mr. Courrnry. You mean before General surrendered its lease, 
then, its annual gross was approximately $5 million 7 

Mr. Caviness. I mean prewar, 1938 and 1940, its average gross was 
right in the neighborhood of $5 million. 

Mr. Courrney. But you don’t know what the experience was from 
1945 on? 

Mr. Caviness. General Engineering released this yard, and went 
out of business, as we understand, in 1945. 

Mr. Courrnry. Two of them surrendered their lease from 1945 up 
to the time it was offered? 

Mr. Siumons. That is right. 

Mr. peGrarrenrieD. Did they surrender it prior to the Korean 
war? 

Mr. Simmons. Yes. 

Mr. peGrarrenriep. Or did they surrender subsequent to all this 
expansion that is going on now ? 

Mr. Simons. No; they didn’t know of that. They surrendered 
it before. 

Mr. Courtney. Well, this was first offered in the fall of 1950; was 
it not / 
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Mr. Stumons. That is right. 

Mr. Covrrney. And at that time it had been vacant for some time? 

Mr. Stumons. That is right. 

Mr. Courrnry. Now, can you explain this proposal here : 
plus 30 percent of all compensation received by lessee as and from direct 
charges— 
and I underscore “direct charges”— 
for (a) dockage and wharfage of ships berthed in or alongside of the piers and 
wharves, and (b), for the use of the drydock and marine railways. 

Now, that appears in the same bracket in your bid. 

Mr. Caviness. Yes. What that language means is this: 

Direct charges for dockage and wharfage of ships berthed in or alongside the 
piers and wharves— 
that language was used to distinguish that. part of the work which is 
done ona vessel at the pier. In other words, “direct” means at the pier, 
in order to distinguish it from that portion of the work on a vessel 
which is done in the upland facilities. 

In other words, the upland facilities include bit machine shops, 
great big, heavy equipment of all kinds, foundries and so forth. It 
is often necessary to take a portion of a vessel out of the vessel at the 
pier and lug it up to one of these big shops, and do the work up there. 
Now, that part of the work that is done on the upland facilities does 
not come within this language. 

The Government would only receive 2 percent on that done in the 
upland. But on all work done, that is, all the labor actually per- 
formed while that vessel is resting at the piers, performed on the ves- 
sel, that is direct charges. 

Mr. Covrrney. Would that be true whether or not your bid for the 
work was lump sum or not ? 

Assuming you made a lump-sum offer on a ship to repair it for 
$1 million. Now, how would you get around to assessing the direct 
charge, as you refer to it. 

Mr. Caviness. You mean distributing it between direct and other? 

Mr. Courtney. Yes under this operation. 

Mr. Caviness. Of course, in an operation of this magnitude, very 
careful cost-accounting systems are kept. All of the work which 
takes place beyond the end of the piers is normally, I understand, 

segregated in the cost-accounting system. 

That part which does not—all “the work which is performed on the 
vessel while it is anchored beside the pier is considered in the trade 
or, generally speaking, direct charge, direct cost, and the other work 
where the Vv have to take the machinery out and put it in another shop 
is considered indirect charges. 

Now, they make a sharp distinction between those, as I understand 
them. As I said earlier, I am no expert on this, but I think Mr. Sim- 
mons will- 

Mr. Courrney. The real question is whether Mr. Simmons will 
adopt your explanation as to the method which you intend to employ, 
and which would have to be considered by the committee in evaluating 
this bid. 

Mr. Stumons. That is right. 
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Mr. Caviness. I think we have made all of that clear in this letter. 
For instance,if I may read this letter, this is a letter which Mr. Sim- 
mons wrote on December 26. 

Mr. Courrney. And which has not yet been delivered. 

Mr. Caviness. Which has not yet been delivered to the Navy De- 
partment. We expected it to be delivered here. We expected Mr. 
Simmons to be heard last Thursday, and then Friday, and then Satur- 
day, and so forth: 

We do not think there is any misunderstanding about that part of our bid 
wherein we offered 30 percent of all charges from the piers, wharves, murine rail- 
ways, and drydocks, but we wish to emphasize again that we have offered to pay 
uot only 30 percent of sums received by us for the occupation of these facilities, 
but 30 percent of all charges for work done at or on these facilities. 

In other words. so long as a vessel is on a drydock, all of the work 
done on that vessel is a direct charge, and the Government would re- 
ceive 30 percent of it under the Simmons bid. If they take a Diesel 
engine out of a vessel while it is on a drydock and take it upland to 
the upland facilities, that is distinguished from a direct charge, and 
the Government would receive only 2 percent on that part of the 
operation. 

Mr. Courtney. Well, normally in the trade, these charges for 
wharfage and dockage are usually considered indirect charges; are 
they not ¢ 

Isn't that the practice of the industry, Mr. Simmons 4 

Mr. Simons. That is right. 

Mr. Caviness. As indirect cost ¢ 

Mr. Simmons. I don’t know. I wouldn't answer that there. No; it 
wouldnt be indirect. It is a cost on the ship. 

Mr. Courrney. No; but if you make a lump sum bid on the repair 
of a ship at $1 million, to pick a figure out of the air, which involves 
ull types of work, you don't segregate out in your bid, or do you, the 
percentage rates or the footage rates on wharves and call them direct 
cost ¢ 

Mr. Simmons. Sure; that is a direct cost. 

Mr. Courtney. Yes, ] grant vou as a matter of accounting it may 
be a direct cost. 

Mr. Simmons. Yes. 

Mr. Courrney. But isn’t the practice of the industry in ship re- 
pair to consider all of these expenses, all of these charges, as indirect 
costs? Isn't that the practice of the industry / 

Mr. Simmons. As a rule; it depends on who is keeping the books. 
We would call it direct. 

Mr. Caviness. We have endeavored to show both in the final para- 
graph of that bid, dated July 24. and in subsequent conversation and 
in this letter that I just quoted, exactiy what we mean. 

Now, what he means—whether it is customary in the trade or not, 
what they mean by direct charges are those charges that I have 
described. 

Mr. Courtney. Maybe [ can clear it up, then: 

Regardless of what general rule of accounting is in the industry 
for charges for footage, at wharves and docks, so far as your bid is 
concerned, the committee is to understand that you will consider all 
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of those charges or all of those footage rates, as direct costs; is that 
correct ¢ 

Mr. Stumons. Yes. 

Mr. Courtney. Regardless of what the general practice is; is that 
correct ¢ 

Mr. Stumons. That is correct. 

Mr. Courtney. And that is explained, not in this letter of July 24, 
1951, which I have read, but in your testimony and in the letter of 
September 28, 1951, which you propose to deliver? 

Mr. Caviness. But I believe the last sentence of that letter, which 
you have a photostat of, the letter of July 24, makes that clear; at 
least, it seems to to me. 

It goes into the 2 percent, and so forth, and then it says: 

And in addition, the Department would receive 80 percent of all charges from 
the piers, wharves and marine railways and drydock, which would bring the 
total rent to over $100,000, 

Mr. Courrney. The reason for asking you that question is this: 

As this letter is written, from which I have just read, that leaves 
open the question—— 

Mr. Caviness. What is direct ? 

Mr. Courtney. As to whether or not, and who is to determine 
whether these are direct charges, or whether you have assessed the 
person for whom you are working so much per foot for the docks 
and wharves. 

Mr. Cavrness. Yes. 

Mr. Courrney. But as I get it from your explanation now, and 
the letter of September 28, that is removed from doubt. You agree 
to pay the fixed rates ? 

And to pay a percentage of that as a part of your rent? 

Mr. Caviness. That is right. 

Mr. Anprerson. Mr. Chairman, did I understand you to say in some 
of your previous testimony, or Mr. Simmons said, that in making 
this bid you assumed approximately 10 percent of the work would be 
private and 90 percent Government work / 

Mr. Caviness. I think that the assumption is that not more than 
10 percent will be private. The quantity or the percentage of Gov- 
ernment work depends of course upon the war activity, whether it is 
great or less. 

Mr. Anperson. I mean, a certain amount, probably a large per- 
centage you anticipate will be Government work. 

Mr. Caveness. There isn’t any question about that. 

Mr. Anprerson. Now, that puzzles me because here in this invita- 
tion to bid, down here near the end, it says— 

Proposals predicated upon award of Government work for the plant or upon 
Jovernment furnishing or assisting in furnishing additional facilities will not be 
considered, 

It is apparent that they have predicated their contract upon the 
assumption that they are going to have a very high percentage of 
Government work. 

Mr. Caviness. Mr. Anderson, anybody who bids on this facility 
must necessarily assume a very great percentage of Government work 
because the Government—— 
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Mr. Anperson. What I am wondering is: If this language and your 
bid has anything to do with the Navy’s decision ? 

Mr. Caviness. Well, you see the bids were rejected once before. I 
mean all the bids were canceled. We just were speculating—well, 
I better not go into it. We really have no explanation for that, ex- 
cept that any ybody who bids on this yard, they must assume a large 
part of the Government work. In fact, I think the 90-10 percent is 
about the average for the entire industry. Is that correct ? 

Mr. Sremons. That is right. 

Mr. Courrney. Well, have you had an opportunity to explain any 
of this to any represents itives of the Navy, this summarization which 
you have given today? 

Mr. Summons. Yes, as much as they would want to listen. They 
wouldn’t pay any attention to you. 

Mr. Courrney. All right. Now, let me see if I can summarize your 
position. We understand now your proposal with respect to the di- 

rect charges for wharfage and dockage and marine railway. We 
understand your proposal to pay 2 pere ent of the total volume of work 
from all sources. 

Mr. Simmons. That is right. 

Mr. Courtney. Also that your basic assumption is that this com- 
pany of yours in order to be successful must have $3 million annually 
in work, 

Mr. Stumons. That is correct. 

Mr. Courtney. And that of that $3 million in work, in your opinion 
10 percent would be private work and the 90 percent would be Govern- 
ment work ? 

Mr. Stumons. Correct. 

Mr. Courrnry. And that on that basic assumption for the success- 
ful operation of the yard, with your estimated cost of the maintenance 
as provided for in the proposal under the heading of “Maintenance,” 
you would have to expend approximately $146, 000. 

Mr. Stumons. That is right. 

Mr. Caviness. As an absolute minimum. 

Mr. Stmnons. Yes. 

Mr. Courrnry. And it would be thereafter that you would start 
earning enough to pay out the rentals that are shown under these 

rarious assumptions in your presentation here ? 

Mr. Stmmons. Correct. 

Mr. ‘CUNNINGHAM. Assuming that the day after the bids were 
opened the war in Korea had ended—there would be no further 
national emergency, as a result of which there would be no Govern- 
ment work to be done—and you had gone into a 5-year lease, then 
the speculative part of this bid would be eliminated and actually the 
Plant bid would be higher than the Simmons bid, isn’t that correct ? 

Mr. Simmons. No; because we expect to get other work. 

Mr. Cunnineuam. It would be only 10 percent. 

Mr. Stumons. Ordinarily, when you have conditions like now. 

Mr. CUNNINGHAM. You say not to exceed 10 percent would be other 
work. 

Mr. Stumons. In other words, we would go out and get fabrication, 
just like Moore Shipyard. They doa lot of fabrication. 

Mr. CunninGHam. Well, isn’t it a fact that the amount of the bid 
that would be guaranteed to the Government in dollars and cents 
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would be higher on the Plant bid than on the Simmons bid? The 
amount the Government might make off the Simmons bid over and 
above the Plant bid is purely of a speculative nature, assuming cer- 
tain things are going to happen. 

_ Mr. peGrarrenriep. Assuming the expansion continues just like 
it Is now. 

Mr. Cunnrneuam. That is right. 

Mr. Srumons. There is close to 50 percent other work beside the 
ship repair. 

Mr. Courrney. Now, vou speak of 50 percent of the other work. 
Now, what are you referring to? 

Mr. Smumons. They do fabrication and lots other work they take 
in the yard that has nothing to do with the ship repair. 

Mr. Caviness. Tank parts. 

Mr. Simmons. Tanks, boilers, and things like that. 

Mr. Courrney. In other words, then, you visualize this operation 
as something like this. You have ship repair for $3 million which 
you say is basic. And in addition to that, then you propose to do other 
work in the upland facilities. That is the shops and whatever is up 
there. 

Mr. Suwmons. Yes. 

Mr. Courtney. Well, what is the rental for that? 

Mr. Simmons. Whatever the gross income, we pay 2 percent. 

Mr. Courrney. Does the 2 percent apply to all work of every kind 
done in the upland facilities ? 

Mr. Simmons. Yes, sir. 

Mr. Courrney. Regardless of whether it is ship-repair work or any- 
thing else? 

Mr. Srumons. Correct. 

Mr. peGrarrenriep, May I ask him one question, Mr. Chair- 
man— 
Mr. Caviness. May I answer Mr. Cunningham’s question first ? 

Mr. Cunningham, if I correctly understand you, you are worried 
about the time when the bottom might drop out of the shipbuilding 
trade, and so forth; is that correct ? 

Mr. Cunninouam. I am concerned about the fact that the Sim- 
mons bid beyond the base of $20,000 was based upon speculation, 
whereas the Plant bid was based more on actuality. 

Mr. Caviness. Well, sir, first, it seems to us, outside of a $10,000 
difference the Plant bid is equally as speculative because it is based 
on a percentage—— 

Mr. Cunnincuam. Now, that I would like to have explained. 

Mr. Caviness. Plus footage. 

Mr. Cunnrncuam. Is this footage speculative ? 

Mr. Caviness. Yes. They won't make a footage charge unless 

Mr. Cunnincuam. Now, the footnote says— 








Computed as 5 cents per foot per day on all 4,450 feet pier space for 365 days 
per year. 

Now, it doesn’t say whether it is used or not. I interpret that, 
that the Plant bid would pay actually, on your last sheet $81,200 a 
vear regardless, plus the $30,000, or a total of $111,200, and the only 
speculative part of the Plant bid is the 40 percent of the $75,000. 
Whereas, in your bid, the speculative part is 2 percent of a million— 
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T am looking at your last sheet here—and 30 percent of a half million. 
Mr. Cavrness. Well, Mr. Cunningham, we have taken in our analysis 
of this bid the absolute maximum which Plant’s footage proposal 
could bring in, in order to show that even under the best imaginable 
circumstances they could not get more than, the Navy cannot get more 
than $81,200 out of that part of the bid. 
* Mr. Cunnincuam. [I understand that. But my point is this: Take 
your last sheet here. Assuming that that is all the business that 
would be done. The Plant bid ¢ guarantees to the Government, as I 
interpret it, $111,200 a year. The Simmons bid only guarantees to the 
Government $20,000. The rest is purely speculative. “Now, I am leav- 
ing out the $30,000 being 40 percent of $75,000 in the Plant bid. I 
would say that is speculative. But that footage part is not speculative, 
is it? 

Mr. Caviness. But it is, Mr. Cunningham, in this respect: We have 
used it here as not speculative. We have shown it as a constant all 
through these findings. But actually, if this plan drops down to 
$1,000,000 gross they are certainly not going to have every foot of 
their docks occupied all the time, are they ¢ 

Mr. CunninGuam. That is my question. According to your foet- 
note, they pay for the footage whether it is occupied or not. 

Mr. Caviness. No, no. 

Mr. peGRAFFENRIED. That is where they said it might go from 1 cent 
7 cents. 

Mr. Caviness. Only when it is occupied, you see. 

Mr. Cunnincuam. I think your footnote is a little bit ambiguous. 
Mr. Caviness. Perhaps it is. I endeavored to explain that earlier. 
We don’t know for sure just what they bid per foot, but we have 
reason to assume that it doesn’t average more than 5 cents. So we 
have taken that assumption and worked out what we think is the 
absolute maximum they can receive and we have used that $81,200 all 
the way through. 

Mr. Dorie. I might state to Mr. Cunningham. My information, 
as I recall it, several months ago, is that this footage space on the 
Pacific coast—and I made inquiry especially in the Los Angeles avea— 
was running just a little more than 50 percent of the time at that 
time. 

Mr. Caviness. At this time that is probably correct, sir. But it may 
go as low where they would have only 10 percent occupied, you see, 
and then this $81,000 would be greatly excessive. So it is, U believe, 
a speculative figure, although we have used it as a constant all the way 
through here. 

Mr. peEGRAFFENRIED. As I see it—you may be wrong, but it just 
looks like to me that the way Mr. Simmons has estimated this thing 
is: He is betting the emergency will continue for a period of 5 years, 
that the expansion will continue, that docks will be fairly filled with 
work during that time, and if so he will make money, otherwise he 
won't. 

Mr. Caviness. That is substantially it. And may I point out that 
he is betting quite a substantial sum because in addition to less pay- 
ments and so forth they have to go in and put in, they believe, cer- 
tainly it is somewhere between $200,000 and $500,000 to equip this 
place, tool it up and keep it going, and then they have to have a million 
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dollars of their own capital available for operating expenses. So 
they are gambling in addition to the lease approximately a million 
and a half dollars. 

Mr. Dorie. What about that performance bond? How are you 
going to furnish the collateral to protect the bonding company on a 
million-dollar performance bond? Where are you going to get that 

vapital? That is tied-up operating capital, isn’t it? What are you 
going to have to secure that surety bond? They don’t write a surety 
bond in my experience unless they are protected. 

Mr. Srumons. Mr. Chairman, what I want to say is this: When we 
started out, there was no Korean situation. We have ideas that we 
are going to keep that yard busy. It is only the other bidders that 
came in when they saw the Korean situation. But when we started 
there was no Korean situation. 

Mr. Fisuer. In other words, you became interested in leasing the 
yard there before the Korean situation developed ¢ 

Mr. Stumons. Absolutely. We were the first one. 

Mr. Cunntncuam. You changed your method of bidding 

Mr. Simmons. No; the same thing, right along. 

Mr. Dorie. Mr. Chairman, I think his testimony is that he began 
correspondence with the Navy in 1948. 

Mr. Srumons. That is right. 

Mr. Courrney. Did you become interesting in bidding in 1948? 
Was that your question, Mr. Doyle? 

Mr. Dorie. Well, he so testified this morning. 

Mr. Stumons. First, we were in touch with the Navy and asked 
them if they have a yard for sale or lease. 

Mr. Fisner. You began inquiring in 1948? 

Mr. Stwnmons. Correct. 

Mr. Cavrness. And continued through 1949. 

Mr. Fisner. The yard was shut down at that time and not in 
operation. 

Mr. Caviness. That is right. 

Mr. Fisurr. And you began inquiring about the possibility of pur- 
chase or lease? 

Mr. Cavriness. Not this yard, but any yard. 

Mr. DeGrarrenriep. Did you anticipate the $3 million gross bus- 
iness in 19484 

Mr. Srumons. Absolutely; yes. 

Mr. Dorie. I was going to ask, Mr. Chairman, this. 

The gentleman testified to it before the luncheon recess. What was 
the Navy’s answer to you in 1948 

Mr. Simmons. At that time we were negotiating for Moore west 
yard, and the Navy answered they didn’t have any money to operate 
the yard. So we volunteered to rehabilitate that yard at our expense, 
which is on file, code 760. Then later they gave us a code No. 761. So 
we believed—the Navy had our file and any information they needed. 

All they had to go to was the file and see everything was there. But 
they didn’t look into any file and find out what took place or anything 
else. And when the Moore yard wasn’t available we asked the Navy 
had they got any other wands, and we mentioned General and Hurley 
or the Bethlehem yard in Alameda or any yard if they had. So we 
continued until late in November, when we got word that this yard 
would be opened up. 
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But we started before the Korean situation or anything. 

Mr. Fisner. You stated that you would furnish a million-dollar 
performance bond if that were required. 

Mr. Stmmons. Yes. 

Mr. Fisurer. Now, has the bonding company assured you of that? 
Do you havea commitment from the bonding company ? 

Mr. Summons. No; we didn’t do it. We said we will do what the 
requirements say. 

Mr. Fisuer. But you are stating you are in a position to furnish 
that bond. 

Mr. Stumons. That is right. 

Mr. Fister. You haven’t negotiated for the bond / 

Mr. Srumons. No. 

Mr. Fisuer. But you are assuming that the men with the financial 
standing that they have who are connected with this business will be 
able to obtain that kind of a bond 4 

Mr. Simmons. Correct; that is right. 

Mr. Fisuer. Of course, that remains to be determined, but you are 
assuming you can do it; is that correct ? 

Mr. Stumons. That is right. 

Mr. Fister. Now, is there any other question ? 

Mr. Courtney. One question of Mr. Simmons, Mr. Chairman. 
You have been here present, sitting alongside your counsel, Mr. 
Caviness. Do you adopt all of the statements he has made to the com- 
mittee under oath as your representative ? 

Mr. Simmons. Yes. 

Mr. Courrnrey. And the representative of your Simmons <Asso- 
ciates / 

Mr. Simmons. Yes. 

Mr. Courtney. So that it may be taken just as though it were given 
by you under oath / 

Mr. Stumons. That is right. 

Mr. Courtney. Admiral, will you come forward. 

Admiral Kiery. Yes, sir. 

Mr. Fisuer. Off the record. 

(Discussion off the record.) 

Mr. Fister. All of you hold up your right hands and be sworn. 

You solemnly swear the testimany you are about to give in this 
hearing will be the truth, the whole truth, and nothing but the tr uth, 
SO help vou God 4 

(Chorus of “I do.) 

Mr. Fisner. Have a seat. Mr. Courtney will call the witnesses in 
the order in which he wants to present the testimony. 

Mr. Courrnry. So the reporter may understand, your full name, 
rank, and duties, Admiral 4 

Admiral Kuieryn. Rear Adm. Grover C. Klein, Assistant Chief, 
Bureau of Ships, for Field Activities. 

Mr. Courtney. And Commander Simmons 4 

Commander Simmons. Commander P. J. Simmons, Director, Com- 
mercial Facilities Division, Bureau of Ships. 

Mr. Courrney. All right. Now, Admiral, the committee has un- 
der consideration as you know the proposed lease of the Naval Indus- 
trial Reserve Yard at Alameda, Calif., and to the proposal for bids 
which was issued some time recently, a copy of which I hand you. 
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I will have that marked as “Exhibit No. 7.” 

Is that the proposal to which—which the Bureau issued or which 
the Department issued and to which we are now going to advert in 
considering the pending bids? 

Admiral Kurry. This is. 

Mr. Courtney. It will be marked “No. 7. 

(The above-mentioned document was marked for identification as 
“Exhibit No. 7.) 

“Exhibit No. 7” is as follows: 


se 


ExHiInir No. 7 


tveailable for lease.—Government-owned shipbuilding and ship-repair yard on 
Clement Avenue, Alameda, Calif. The Bureau of Ships, Department of the 
Navy, again invites proposal for lease of this yard, operated during and after 
World War Il by General Engineering & Dry Dock Corp. Previous proposals 
received were not acceptable. 

Property.—31.75 acres, more or Jess, of land extending from Grand Street, 
eastward, along the estuary for 1,762 feet, and having 1,256-foot frontage on 
Clement Avenne, on which are located piers, drydock, marine railways, shipways 
and shop buildings necessary for a complete shipyard; and three-tenths acre 
at Clement Avenue and Schiller Street on which is located a two-story office 
building 104 feet by 38S feet. 

i tilities.—From public sources. 

Drydocks—One 10,500-ton floating drydoeck, one 4.000-ton and one 2,500-ton 
marine railway. 

Piers.—Seven piers provide 4,450 feet of berthing space for vessels, six of 
which have craneways, and five of which have cranes of from 12.8 to 45-ton 
capacity. 

Buildingways-—Four ways: two 225 feet long, one 250 feet long, and one 310 
feet long to the water's edge. 

lecess.—By sidings to Alameda Belt Line Railway, and by streets of city 
of Alameda. 

Buildings.—Warehouse, 70 by 216 feet; storeroom and mold loft, 53 by 205 
feet; plate shop, 50 by 356 feet: machine shop, 84 by 281 feet; sheet metal and 
pipe shops, 50 by 255 feet ; sawmill, two stories, 45 by 109 feet ; office, two stories, 
35 by 145 feet: office, two stories, 104 by 38S feet; a hospital, compressor house, 
blacksmith shop, paint shop, washrooms. 

Machinery and equipment—Some machinery and equipment of use in opera- 
tion of a shipyard. 

Lease.—Property will be leased pursuant to act of August 5, 1947 (Public 
Law 364, SOth Cong., Ist sess.), subject to such restrictions as Navy shall deem 
necessary and advisable to preserve industrial capacity of the yard. Written 
proposals, in duplicate, should he in the following form : 

Leased property. —Indicate whether offer includes all facilities. Bureau pre- 
fers lease of all. 

Term.—Indicate maximum term desired. Bureau prefers 5-year term. Op- 
tion to renew may be requested. 

Use-—Indicate proposed use. 

Rent.-—Indicate rent for use of facilities on basis (i) fixed amount per annum 
covering use of all facilities, and (ii) fixed amount for upland facilities (facili- 
ties other than drydocks, marine railways, piers and wharves), percentage of 
charges made for use of drydock and marine railways, and rate per foot of ship 
per calendar day for each ship moored at piers and wharves. 

Maintenance.—Lessee required to protect, maintain and repair all of the 
facilities at its expense in accordance with sound industrial practice. 

Tnsurance—Lessee required to insure at its expense in amounts and types 
satisfactory to Department. 

Termination by Government—At any time during an emergency or on 60 
days’ notice in interest of national defense. 

i/terations.—Substantial alteration by prior Government approval only. 

Transfer or sublease.—By prior written approval only. 

Financial.—Boud required at lessee’s expense guaranteeing satisfactory per- 
formance, Proposals will be received by the assistant industrial manager, San 
Francisco Naval Shipyard, San Francisco, Calif., until 10 a. m. Pacifie standard 
time on July 25, 1951. The Department reserves the right to reject any or all 
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proposals. Proposals by agents will be considered only if submitted on behalf 
of disclosed principals, and if the agents’ authorization accompanies such pro- 
posals. Proposals predicated upon award of Government work for the plant 
or upon Government furnishing or assisting in furnishing additional facilities 
will not be considered. More detailed information may be obtained and ar- 
rangements made to inspect the premises upon application to the assistant indus- 
trial manager, room 2321, telephone VAlencia 4-1900, extension 2-122, San 
Francisco Naval Shipyard, San Francisco, Calif. 

Mr. Courrney. Now, Admiral, following the issuance of the pro- 
posal which is exhibit 7, the Department received several bids, one 
of which I believe you considered as not at all responsive and that was 
the bid of what company ? 

Admiral Kuri. The bid of Todd. 

Mr. Courrney. Todd Shipyards / 

Admiral Kiet. Shipyard. 

Mr. Courtney. And why did you consider it not responsive ? 

Admiral Kier. It was responsive, but it was so far inferior to 
the other two bids or the other two proposals I should say, that 
while it was considered, it was soon placed to one side. 

Mr. Courtney. In other words, the dollar value did not compare 
in any respect with the two bids which you can consider ¢ 

Admiral Kier. That was our judgment, yes, sir. 

Mr. Courrney. All right. 

Now, Admiral, there were two bids received: one from the Thomas 
S. Plant & Sons, Inc., and another from Albert Simmons Associates. 

So that the committee may understand this matter, will you pro- 
ceed in your own way to evaluate the bids in dollars ¢ 

Admiral Kuri. I have a statement which I would like to submit 
if that is in order. 

Mr. Courrnry. Very much so, Admiral. We won't question you 
then, if you would like to proceed with your statement. 

Admiral Kier. The Naval Industrial Reserve Shipyard at Ala- 
meda, Calif., was first advertised for lease in November 1950. As a 
result of this offer to lease, the Navy Department elected what was 
considered to be the best proposal and submitted proposed lease dis- 
posal No. 631 to the Armed Services Committee under the date of 
April 10, 1951. Under the date of May 14, 1951, the committee dis- 
approved the project, and suggested that [reading]: 

In the readvertisement of this facility the basis for arriving at the lease con- 
sideration be made as nearly uniform as possible to all bidders whether it be 
a flat fee, a sliding scale, or a combination of each. 

While your committee chairman later modified this suggestion, 
nevertheless, the Bureau was mindful of the committee’s point of 
view, and a readvertisement along the lines suggested was placed in 
the widely scattered newspapers throughout the country under the 
dates June 25, July 2, and July 9. 

The payments included the San Francisco Examiner, Oakland 
Tribune, New York Times, Seattle Post Intelligencer, Los Angeles 
Examiner, St. Louis Post-Dispatch, Chicago Tribune, the Wall Street 
Journal, the Daily Pacifie Builder, San Franeiseo— 

Admiral Kier. The following language was included in the ad- 
vertisement : 

Indicate rent for use of facilities on basis (i) fixed amount per annum 
covering use of all facilities, and (ii) fixed amount for upland facilities (facili- 
ties other than drydocks, marine railways, piers and wharves), percentage of 
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charges made .for use of drydocks and marine railways, and rate per foot of 
ship per calendar day for each ship moored at piers and wharves— 


and further on this language: 

Proposals predicated upon award of Government work for the plant or upon 
Government furnishing or assisting in furnishing additional facilities will 
not be considered— 
and again this language: 

Proposals wi'l be received by the assistant industrial manager, San Fran- 
cisco Naval Shipyard, San Francisco, Calif., until 10 a. m. Pacific standard 
time on July 25, 1951 (refer to enclosure A). 

The assistant industrial manager received three proposals, via 
Plant Bros. Dry Dock Co. (refer t to enclosure B); Albert Simmons 
Associates (refer to enclosure C); Todd Shipyard Corp. 

The assistant industrial manager evaluated these three proposals 
and forwarded them with his evaluation to the Bureau of Ships under 
date of July 27, 1951, with the following closing paragraph: 

After careful consideration of each proposal, the assistant industrial man- 
ager believes the proposal submitted by Plant Bros. Dry Dock Co. would be 
the most profitable to the Government and recommends that, if the shipyard is 
leased at this time, it be leased to the Plant Bros. Dry Dock Co. 

Signed “E. T. Aldridge, captain, USN” (refer to enclosure E). 

This cor respondence e—proposals and recommendation—was _re- 
ceived by the Bureau of Ships, code 760, and again evaluated, this 
time by our civilian specialist Mr. F. W. “Turnbull and Commander 
P. J. Simmons, United States Navy. The results of this evaluation 
with attendant correspondence was presented to me, as the contract- 
ing officer of the Bureau of Ships, under date of August 2, 1951. The 
conclusion of this evaluation states: 

sased on the above, code 760 considers that the proposal of the Plant Bros. 
Co. should be given favorable consideration. 


rss 


Signed: “P. J. Simmons, commander, USN” (refer to enclosure D). 

The documentary prese = ion made by both the assistant industrial 
manager, San Francisco, Capt. E. T. Aldridge, and Commander P. J. 
Simmons, United States N: avy, were and are, in general, concurred 
in by me. Additionally, it appeared to me that the most significant 
evaluation of the probable rental return to the Government is evi- 
denced by the fixed amount each enterprise is prepared to bond him- 
self to pay into the Treasury. For who is better prepared to evaluate 
his own capabilities and his market than the enterpriser himself? 
On this basis, Plant Bros.’ proposal is $35,000 per annum better 
than Simmons Associates. Furthermore, under proposal (11) Sim- 
mons Associates will make no rental return to the Government for 
the use of wharves, drydocks, and marine railways in the event they 
elect to enter these items as overhead. Since it is trade practice to 
handle wharfage at all times as an overhead charge, Simmons Asso- 
ciates’ proposal in reality offers nothing for this significant item. 

Also, drydock charges are frequently handled by the trade as an 
overhead charge and the proposal leaves the manner of charging, and 
therefore the payment of rental for this element, to the discretion 
of Simmons Associates. 

In consequence, I directed Commander P. J. Simmons to prepare 
the necessary correspondence requesting the authority of the Secre- 
tary of the Navy via (1) the Chief of the Bureau of Yards and Docks, 
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(2) the Chief of Naval Material, to lease the property to Plant Bros. 
Dry Dock Co. This was prepared by code 760, Bureau of Ships, and 
sent to the Secretary of the Navy on August 20, 1951, over my signa- 
ture (refer to enclosure F). 

The Secretary of the Navy approved the lease of the property to 
Plant Bros. Dry Dock Co. on August 30, 1951. 

The Chief of the Bureau of Yards and Docks submitted disposal 
No. 650 (undated) to your committee, and here the matter rests. 

The submittal to the Secretary of the Navy had in it the evaluation 
or the basis for the evaluation prepared by code 760. 

Mr. Courrney. Do you have that ? 

This exhibit 8, then, Admiral, is the submission by your Bureau to 
the Secretary of the Navy for his action ? 

(Exhibit No. 8 is as follows:) 


Exursir No. 8 
NObs-344 (762) 
Ser 762-1652 
20 Aug 1951 

From: Chief, Bureau of Ships. 

To: Secretary of the Navy. 

Via: (1) Chief, Bureau of Yards and Docks. 

(2) Chief, Office of Naval Material. 

Subj.: Naval Industrial Reserve Shipyard (formerly General Engineering and 
Dry Dock Company), Alameda, California ; request for authority to lease 
to Plant Brothers Dry Dock Company. 

Ref.: (a) NPR&D Ree. No. 2, including Circular Letter No. 1-49. 

(b) ERB Third End M611: TJS: elm Ser 1271 of 10 Oct 1950 to BUSHIPS 
via BUDOCKS on BUSHIPS Itr QM/3 (762) Ser 762-709 of 12 Jul 
1950. 

SECNAV Third End M611: TJS: elm over Ser 993 of 17 Apr 1951 to 

BUDOCKS via BUSHIPS on BUSHIPS Itr NObs-2696(761), NOd- 

1813, NObs-3544, ser 761-45 of 14 Mar 1951 to SECNAYV. 

(d) ONM Second End M611: TJS: elm Ser 992 of 13 Apr 1951 to SECNAYV 

on BUSHIPS Itr NObs—2696 (761), NOd-1813, NObs-344, Ser 761-43 

of 14 Mar 1951 to SECNAV. 

BUSHIPS LTR NObs—2696 (761), NOd-1813, NObs-344, Ser 761-48 to 

SECNAYV via (1) BUDOCKS and (2) ONM. 

Encl.: (1) ASTINDMAN, San Fran Itr 2400 NZ/SF/NObs-26096 267 of 27 Jul 

1951 to BUSHIPS. : 

(2) Plant Bros DD Co Itr of 25 Jul 1951 to BUSHIPS. 

(3) Plant Bros DD Co ltr of 10 Aug 1951 to BUSHIPS. 

(5) Albert Simmons Assoc ltr of 24 Jul 1951 to BUSHIPS via ASTIND- 

MAN, San Fran. 

(5) Radair Industrial Prod, Inc. ltr of 11 May 1951 to BUSHIPS. 

(6) Todd Shipyards Corp Itr of 24 Jul 1951 to ASTINDMAN, San Fran. 

(7) Evaluation of Proposals to lease Navai Industrial Reserve Shipyard, 

Alameda. 

(8) Copy of Advertisement. 

(9) List of Publication. 

(10) Evaluation of previous Proposals to lease Naval Industrial Reserve 

Shipyard, Alameda. 
(11) House of Representatives Itr of 14 May 1951 to Hon. Francis P. Mat- 
thews, SECNAY. 

1. In accordance with reference (a) authority is hereby requested to enter 
into a lease with Plant Brothers Dry Dock Company for the use by that com- 
pany of the Naval Industrial Reserve Shipyard, Alameda, California. By refer- 
ence (b) the Bureau of Ships was advised that the Facilities Review Board and 
the Acting Secretary of the Navy, on 6 October 1950, authorized the outleasing 
of this facility. 

2. During World War II the Navy furnished General Engineering Company at 
the Alamenda Yard, under Facilities Contracts NOd—1813, NObs-344, Facilities 
for shipbuilding and ship repair, which Facilities have a total acquisition cost of 


(e 
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$5,738,435, including a Timber Floating Dry Dock YFD-19, at a cost of $2,713,000, 
Additional Facilities, having an acquisition cost of $118,704, were transferred to 
the Alameda Yard and are presently commingled with Facilities furnished under 
the above-mentioned contract. Taking into account removals and transfers of 
various items of the Facilities, the acquisition cost of the Facilities presently 
located at the yard is $5,408,096 (which includes the YFD-19). 

38. In 1949 the Contractor stopped using the Facilities and advised that it was 
not interested in acquiring them under the restrictions of a National Security 
Clause. The yard is one that has been included in the Departmental Reserve ; 
that is, a plant the capacity of which is to be retained for National Security. 
Present mobilization plans contemplate the use of Capacity of the yard. In order 
to protect the interests of the Government, the Department in May 1950 by Con- 
tract Nbs-2696 purchased the Contractor’s interest in the yard. The value of 
the Contractor’s facilities so acquired by the Department were appraised by the 
Public Works Oflicer, Twelfth Naval District, as of April 1949 at $556,675. Of 
this amount $227,250 was attributable to land and $329,425 was attributable to 
improvements. It is estimated that the original acquisition costs of the Facilities 
so acquired from the Contractor was $928,550, of which $107,450 was attributable 
to the land and $821,100 was attributable to improvements. The total original 
acquisition cost, therefore, of the Facilities referred to in paragraph 2 above 
and of the Facilities acquired from the Contractor is estimated to be $6,336,646. 

4. The Facilities are not being used at the present time, have been idle since 
1949, and have been maintained at Government expense since 1 June 1950. The 
average yearly maintenance, security, and fire protection in stand-by condi- 
tion is estimated to be $80,000, 

5. The availability of the subject shipyard for lease was widely advertised in 
November 1950. As a result of this advertisement, proposals were received 
from the following companies: 

a. Plant Brothers Dry Dock Company. 

b. Albert Simmons Associates. 

c. Todd Shipbuilding Corporation. 

d. Ships and Power Equipment Corporation. 
e. Triple “A” Machine Shop, Incorporated. 

6. Of these proposals, that of Ships and Power Equipment Corporation was 
for a part only of the Facilities, and that of Triple “A” Machine Shop was en- 
tirely inadequate. These proposals were, therefore, not given further considera- 
tion. In connection with the proposal of Albert Simmons Associates, Mr. Sim- 
mons Was given an opportunity to elaborate on his proposal the same as the 
others. Following negotiations, no proposal was received from Mr. Simmons 
which the Bureau considered warranted further consideration. The proposals 
of Todd Shipyards, Incorporated, and of Plant Brothers Dry Dock Company were 
compared in Enclosure (10) and discussed in reference (e) which requested 
authority to lease the shipyard to Plant Brothers Dry Dock Company. 

7. By reference (c) the Secretary of the Navy approved the leasing of the 
vard to Plant Brothers subject to requirements for insurance made by the Office 
of Naval Material in reference (d). On 14 May 1951 the House Committee on 
Armed Services by Enclosure (11) advised the Secretary of the Navy that, in its 
opinion, the proposed consideration was inadequate and disapproved the proposed 
lease to the Plant Brothers Dry Dock Company. The committee suggested that 
the availability of the yard for lease be readvertised. 

S. The availability of the yard was therefore again advertised once a week 
for three weeks starting 25 June 1951 in the newspapers listed in Enclosure 
(9). In addition, the Assistant Industrial Manager was requested to publicize 
the availability of the yard as widely as possible. Invitations to submit pro- 
posals for leasing were issued to several commercial firms, real-estate boards, 
postimasters, and individuals. The advertisement, Enclosure (8), requested the 
bidders to submit proposals on two bases: 

A. Fixed rent per year for all of the facilities ; and 

I. A fixed amount for upland facilities, a percentage of charges made for use 
of the drydock or marine railway, and a rate per feot of ship per calendar day 
for each ship moored at piers or wharves. 

%. In response to this publicity, the following companies submitted proposals 
which are outlined in Enclosure (1): 

a. Plant Brothers Dry Dock Company. 
b. Albert Simmons Associates. 
ce. Todd Shipyards Corporation. 
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These three companies are the same companies that made proposals in connec- 
tion with the earlier advertisement of availability for lease of this property. 

10. These proposals are evaluated in tabular form (Enclosure (7)) and are 
briefly summarized as follows: 


PLANT BROTHERS DRY DOCK COMPANY 


This proposal indicates that the firm would accept the yard as is for a term 
of five (5) years, with option to renew for three (3) additional five (5) year 
periods, provide at its expense for maintenance, protection, security, and insur- 
ance. In addition, it would pay the Government rental as follows: 

A. Fixed rent: $75,000 per year plus $800 per year rental for tideland; or 
B. (i) Upland: $30,000 per vear plus $900 per year rental for tideland. 
(ii) Drydock: 40% of charges. 
(iii) Piers: 5¢ per ft. per day for Pier A. 
5¢ per ft. per day for Pier 1. 
1.5¢ per ft. per day for Pier 2. 
2.5¢ per ft. per day for Pier 3. 
3.5¢ per ft. per day for Pier 4. 
3.5¢ per ft. per day for Pier 5, 
3.5¢ per ft. per day for Pier 6. 

(Assistant Industrial Manager Estimates under Alternate B $80,000 

per year under normal conditions. ) 


ALBERT SIMMONS ASSOCIATES 


This proposal indicates that the firm would for a term of five (5) years, witn 
an option to renew, and with the right of first refusal in the event of sale, 
provide at its expense for maintenance, protection, security, and insurance and 
would pay, in addition, rental as follows: 

No rent for first quarter. 

A. Fixed rent: $40,000 per year: or 
B. (i) Upland: $20,000 per year plus 2% of Government Contracts. 


(ii) 30% of Drydock Charges. 
(iii) 30% of Berthing Charges. 


(Assistant Industrial Manager Estimates for Alternate B $50,000 per 
year under normal conditions. ) 


PODD SHIPYARDS CORPORATION 


This proposal indicates that the firm would provide at its expense for five 
(5) years, with an option to renew for three (3) additional five (5) year periods 
for maintenance, protection, and security. It would also insure against the same 
risks as it insures its own facilities, the cost of such insurance to be deducted 
from rent to the extent that rent is available. It would pay the Government, 
subject to a credit for the cost of insurance, the following : 


A. No fixed rent offer. 
B. (i) Upland: $36,633 per year. 
(ii) 40% of drydock. 
(iii) Piers: 17.66 per ft. per day for Pier A. 
7.0¢ per ft. per day for Pier 1. 
5.0¢ per ft. per day for Pier 2. 
5.0¢ per ft. per day for Pier 
5.0¢ per ft. per day for Pier 
5.0¢ per ft. per day for Pier 5. 
5.0¢ per ft. per day for Pier 6. 
(iv) Less cost of insurance on all facilities. 


He 


(Assistant Industrial Manager Estimates the return to the Government, 
after deducting the cost of insurance, will amount to $36,000 per year under 
this proposal, ) 


Todd Shipyards Corporation further stipulates that the Government must place 
the drydock and the marine railway in safe operating condition, including any 
dredging required, and that, if the Government does not place the marine rail- 
way in safe operating condition, the maintenance of the marine railway will be 
at Government expense. j 

11. The Bureau of Ships considers that the proposal of the Plant Brothers 
Dry Dock Company is the best proposal received. It is, further, an increase over 
its prior proposal. 

91551—51—_—-4 
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12. The proposal made by Todd Shipyards Corporation is the same as its 
previous proposal except for the addition of the stipulation in connection with 
rehabilitation of the marine railway. While the fixed rental proposed by Todd 
for the upland facilities and the rate per foot per day for the use of the piers 
is higher than is proposed by either Albert Simmons Associates or Plant Brothers 
Dry Dock Company, the Assistant Industrial Manager, in Enclosure (1), esti- 
mates the annual rent to be only $36,000 per year if leased by Todd as against 
$50,000 per year if leased by Albert Simmons Associates, and against $80,000 per 
year if leased by Plant Brothers. Todd Shipyards Corporation made no fixed 
rent offer to be compared to the fixed rent offers of the other companies. It is 
understood that, since the Todd Shipyards Corporation has other facilities avail- 
able in the same area, this yard would be used principally as an overflow from 
its other facilities. 

13. Albert Simmons Associates’ offer includes an offer of fixed rent of $40,000 
per year which was not included in its previous bid. This may be compared 
to the fixed rent offer of Plant Brothers of $75,000 per year. In the alternative 
proposal, Albert Simmons Associates increased its previous proposal from $15,000 
to $20,000 for upland facilities and proposes a pier rental on the basis of 30% 
of charges made instead of on a rate per-foot-per-day basis. ‘The drydock rental 
is now proposed as 30% of the charges made; whereas the previous offer left 
this matter to negotiation. It is noted that, in connection with the rental for 
upland facilities proposed by Albert Simmons Associates, there is an item of 2% 
of Government contracts. The Assistant Industrial Manager estimates the net 
return under this rental formula would be $50,000. This is to be compared to an 
estimated return of $80,000 per year under proposal B of Plant Brothers. 

14. Plant Brothers Dry Dock Company has increased its prior offer from $60,853 
to $75,000 per year if leased on a fixed-rental basis. In the alternate proposal B, 
it has increased the rent for the upland facilities from $28,654 to $30,000 per 
year, and the insurance provisions are somewhat better, being based on Navy 
requirements rather than on a commercial survey. This is in keeping with the 
requirements of reference (ad). This rental formula is estimated by the Assistant 
Industrial Manager to return $80,000 per year not under normal conditions. 
The Bureau of Ships considers this to be the most favorable proposal. 

15. In accordance with Navy Property Redistribution and Disposal Regulation 
No. 2, reference (a), the following information, as required therein, is furnished : 

a. Description: The property to be leased consists of the remaining facilities 
at the Naval Industrial Reserve Shipyard, Alameda, and the facility consists of 
land, improvements, buildings and structures, piers and ways, marine railways, 
a 10,500-ton timber floating drydock, services, weight-handling equipment, ma- 
chine tools and equipment. Enclosure (8) gives a more detailed description of 
the facilities to be leased. 

b. The original cost of the facilities furnished to General Engineering Com- 
pany under Contracts NOd-1S13 and NOBs-344 was $5,738,425, including a timber 
floating drydock YFID-19, at a cost of $2,713,000. In addition, the estimated 
original acquisition cost of the facilities acquired by the Government from Gen- 
eral Engineering is S928,550, but had an appraised value of $556,675. Navy 
Facilities costing approximately $449,033 have been removed. Additional facili- 
ties, having an original acquisition cost of of $118,704, are at the yard and will be 
included in the lease, ; 

ce. Retention purpose: The yard is being retained as a stand-by plant for ship- 
building and ship repair. The plant has been included in the Bureau’s mobiliza- 
tion planning. 

d. The proposed lessee is: 

Name: Plant Brothers Drydock Company and Associates. 
Address: 1168 Battery Street, San Francisco, California. 
Occupation: Ship repair. 

e. Principal terms of lease will be as follows: 

(1) Leased property.—The property to be leased comprises the entire yard. 

(2) Term.—The term shall be for five (5) years, with options to renew for 
three (3) additional five (5) year periods. 

(3) Use.—The lessee shall have the right to use the facilities for ship-repair 
and/or shipbuilding purposes with the understanding that it will grant priority 
to Government work as the Department may direct. 

(4) Rent.— 

(a) Upland Facilities : $30,000 per annum. 
(hb) lDrydoeks and Marine Railways: 40% of drydocking fees. 
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(c) Piers: Piers A and 1—3e per lineal foot of vessels berthed alongside 
pier per calendar day. 
Pier 2—14c per lineal ft. 
Pier 8—2‘4c per lineal ft. 
Pier 4,5, and 6—-314 per lineal ft. 

(5) Maintenance,—Lessee shall maintain the facilities at its expense in ac- 
cordance with sound industrial practice. Facility to be maintained in a condi- 
tion equal to the condition at the time of commencement of the lease as deter- 
mined and recorded by survey at that time, or in the condition as it may be im- 
proved by the Navy from time to time. 

(6) Insurance.—Lessee shall carry at its expense insurance on the facility in 
amounts and types satisfactory to the Department. (This brings the present 
offer into compliance with reference (d)). 

(7) Termination by the Government.— 

(a) At any time during any national emergency declared by the President 
or Congress ; or 

(b) Upon sixty (60) days’ written notice to the Lesse whenever the 
Secretary shall determine that the interest of National Defense so requires ; 
or 

(c) Upon ninety (90) days’ written notice to the Lessee whenever the 
Secretary shall determine that the facilities are surplus to the further 
needs and responsibilities of the Department; or 

(b) Upon sixty (60) days’ written notice to the Lessee whenever the 
have defaulted and shall not have cured default within thirty (30) days 
after written notice of such default. 

(8) Standy-by period.—Twenty (20) years from date of lease. 

(9) State and local tares.—If imposed, Lessee shall pay local taxes and lease 
to be renegotiated to accomplish an equitable reduction in rent. 

(10) Alterations.—The Lessee shall not, so long as the lease shall be in 
effect, make any substantial alterations, additions, or betterments to any 
property included among the facilities without the prior approval or consent of 
the Government. 

(11) Transfer of lease—Neither the lease nor any interest therein shall be 
transferred or assigned by the Lessee except with the written consent of the 
Department, nor shall any item of the facilities or part thereof be subleased 
without written consent of the Department. 

(12) Performance bond.—The Lessee shall be required to provide a Perform- 
ance Bond guaranteeing satisfactory performance of the terms of the lease. 

(138) Redetermination of rental—Whenever the Department considers the 
amount of rental confers an undue benefit on the Lessee, it may request a re 
vision of the amounts payable. Any revision agreed upon or determined by the 
Secretary shall be applied from the beginning of the next calendar quarter. 

(14) Such other terms as may be mutually agreed upon.— 

a. Plant Bros. Dry Dock Co. contemplates using the facility for ship repair 
and/or shipbuilding. If portions of the upland are not used for such purposes, 
it may, with prior approval of the i-cpartment, sublease for other purposes. 

16. The Bureau of Ships recommends leasing of the property to Plant Bros. 
Dry Dock Co. upon terms and conditions not less favorable than those set forth 
in paragraph 15 above and as further developed by negotiations for the follow- 
ing reasons: 

(1) It is the best proposal received. The availability of the yard for lease 
has been widely advertised twice. 

(2) Todd has several yards on the west coast and the leasing of this yard to 
Plant Bros. would encourage competition. 

(3) Todd would use the yard only as an overflow from its San Francisco 
United Yard. 

(4) The lease will relieve the Government of the expense of maintenance and 
protection of this yard which has been estimated to be $80,000 per year. 

(5) This now idle yard will serve both the civilian and military needs. If the 
shipyard is in use for its designed or related purposes, it can more quickly be 
utilized for ship repair and shipbuilding for the Navy. 

(6) It is considered that Plant Bros. Dry Dock Co. is qualified to satisfactoril) 
maintain and preserve the reserve shipyard. 

(7) Plant Bros. has satisfied the Bureau that it has adequate financial backing 
available for this venture, and it will provide a performance bond at its own 
expense guaranteeing satisfactory performance of the terms of the lease. 
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17. To expedite this matter, the Bureau of Yards and Docks is requested to 
proceed immediately to obtain approval of the Armed Services Committees of 
the Congress as to the specific lease terms. 

18. In view of the foregoing, it is recommended that the Secretary of the Navy 
grant the authority to the Bureau of Yards and Docks to enter into a lease agree- 
ment With Plant Bros. Dry Dock Co, for the subject plant on the general terms 
and conditions set forth above. It is requested that such authorization be for- 
warded to the Bureau of Yards and Docks via the Bureau of Ships in order that 
this Bureau may advise the Bureau of Yards and Docks of the details of the 
negotiation. 

C.C. Kier, Rear Admiral, USN. 

Admiral Krieim. That is correct, with the request that he approve 
the lease of the plant to the Plant Bros. 

Mr. Courrney. Now, Admiral, before we proceed with that 
subject 

Mr. Fister. Does that conclude your prepared statement / 

Admiral Kier. That does, sir. 

Mr. Fisurr. Very well. 

Mr. Courrnry. Now, let’s pass on to the evaluation of these bids, 
Admiral, as they came to your attention. In your prepared state- 
ment, you made reference to a proposal or a recommendation made 
by the assistant industrial manager at San Francisco who was the 
officer receiving the bids, is that correct / 

Admiral Kier. That is correct. 

Mr. Courrney. And I have here a photostat of a letter dated July 
27, 1951. Is that the proposal made by the industrial manager to 
the Navy Department after evaluating for his own or on his own part 
the bids which were received 4 

Admiral Kuer. It is, sir. 

Mr. Courrney. That may be marked as “Exhibit No. 9.” 

(The above-referred-to document was marked for identification as 
“Exhibit No. 9.7’) 

(Exhibit No. 9 is as follows:) 





ExHIbiIr No. 9 


ASSISTANT INDUSTRIAL MANAGER, U.S.N., 
865 ILLINOIS STREET, 
San Francisco, California, 27 July, 1951. 

Atm MAIL RESTRICTED 
From: Assistant Industrial Manager, USN, San Francisco. 
Toe: Chief, Bureau of Ships (Code 760). 
Subj.: Naval Industrial Reserve Shipyard, Alameda, California—proposals for 

leasing; forwarding of. 
Ref.: (a) BuShips 1tr NObs-344 (762) Ser 762-1245 of 20 June 1951. 
Enecl.: (1) Proposal of Plant Bros. Dry Dock Company. 

(2) Proposal of Albert Simmons Associates, 

(3) Proposal of Todd Shipyards Corporation. 

1. By reference (a) the Bureau of Ships advised the Assistant Industrial 
Manager of its intention to readvertise the subject shipyard for lease and re- 
quested the Assistant Industrial Manager to publicize, as widely as possible, 
the availability of this yard. Invitations to submit proposals for leasing this 
property were issued to various commercial firms, real estate boards, post- 
masters, and individuals. Enclosures (1), (2), and (8) were received as a 
result of this publicity. 

2. The Assistant Industrial Manager has evaluated the proposals and submits 
the following comments: 
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(a) PLANT BROS. DRY DOCK COMPANY 


This applicant proposes to protect, maintain, and repair all of the facilities, 
at its own expense, in accordance with sound industrial practice; insure the 
facilities, at its own expense, in amounts and types satisfactory to the Depart- 
ment; comply with other requirements as set forth in the “Notice of Intention to 
Lease.” Rental will be (1) a minimum of $75,000 per annum for use of all of 
the facilities, or (2) $30,000 per annum for upland facilities, plus 40% of 
charges made for use of dry dock and marine railways, plus pier rental as follows: 
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It is believed that if the Plant Bros. Dry Dock Company were the successful les- 
see, and had an average ship repair workload, the revenue to the Government 
would be approximately $80,000 per annum for the second proposal. 


(b) ALBERT SIMMONS ASSOCIATES 


The applicant proposes to carry out all of the terms listed in the Notice of In- 
tention to Lease. The rental will be (1) $40,000 per annum for use of all fa- 
cilities or (2) 2% of all sums received from the Government or any agency 
thereof for ship work performed for its account, plus 80% of charges made for 
use of drydock, marine railways, and piers. The Assistant Industrial Manager 
is unable to comment on the applicant’s second proposal, since it is based on the 
assumption that a certain amount of Government work would be performed by 
his company. It should be noted that the applicant does not propose to pay 
rental for the first three months of the term, The maximum annual rental which 
could be expected to be received from this applicant under normal conditions is 
$50,000. 


(€) TODD SHIPYARDS CORPORATION 


9 


This applicant proposes to pay an annual rental of $36,633 for upland facilities 
plus 40° of the amount charged for the use of the drydock and marine railways, 
plus berthage as follows: 
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The applicant proposes to carry out all of the terms listed in 1 the Notice of In- 
tention to Lease with the exception of insurance. This applicant proposes to 
insure the facilities as required by the Government but at the expense of the 
Government. This applicant stipulates that certain work must be accomplished 
at Government expense before commencement of the term. The maximum annual 
rental which could be expected to be received from this applicant under normal 
conditions is $386,000. 

3. After careful consideration of each proposal, the Assistant Industrial Man- 
— believes the proposal submitted by Plant Bros. Dry Dock Company would 
be the most profitable to the Government and recommends that, if the shipyard 
is leased at this time, it be leased to the Plant Bros. Dry Dock Company. 

E. T. ALDRIDGE, Capt. U. S. N. 

Copy to: IndMan 12ND. 

Now IT have here a letter dated July 24, 1951, photostated, bearing 
the title “Albert Simmons Associates” and consisting of three pages, 
referring to a lease proposal of thaf association. Do you recognize 
it, and was it received and considered by the Navy Department ? 

Admiral Ken. This proposal made by Simmons Associates was 
received by the assistant industrial manager and sent to the Navy 
Department and considered by code 760, 

Mr. Courrney. That may be marked as “Exhibit 10.” 

The above-referred-to document was marked for identification as 
“Exhibit No. 10.7) 
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(Exhibit No. 10 is as follows:) 
Exit No. 10 


ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., July 24, 1951. 

Re: Lease of Government-owned shipbuilding and ship-repair yard on Clement 

Avenue, Alameda, Calif., formerly operated by General Engineering & Drydock 

Corp. 
DEPARTMENT OF THE NAVY, BUREAU OF SHIPs, 

Via Assistant Industrial Manager, 
Room 2821, San Francisco Naval Shipyard, 
San Francisco, Calif. 

GENTLEMEN: Preliminarily we desire to call to your attention that we origi- 
nated the leasing of this yard by our letter to the Bureau dated July 7, 1950. 
From that time to the present we have been active in this regard and in our 
written proposals of December 2 and 12, 1950, have given to you details of our 
personnel and organization, all of which are still available. In fact. outside 
of the three operating private shipyards in the Bay Area we have the only ex- 
perienced shipbuilding and ship-repair organization here and one which in our 
opinion is second to none, 

Under date of June 14, 1951, we made a proposal to lease this yard to Hon, 
Dan Kimball, which proposal we hereby incorporate by reference, but in order 
to comply with your last Notice of Intention to Lease we are hereby restating 
the same as follows: 

We hereby offer to lease this yard upon the following terms: 

(1) All facilities are included in this offer. 

(2) Term of lease: 5 years with options of renewals and with right of 
first refusal in the event of sale. 

(3) Proposed use: Berthing, repair, conversion, and construction of ships 
and other maritime structures; general machine shop; structural metal- 
works; performance of any kind of Government work, contracts, or sub- 
contracts. 

(4) Rent: In order to give lessee time to equip this yard, no rent except 
percentage rent is to be paid for the first three months of the term. 

(i) Fixed amount per annum covering use of all facilities : $40,000. 

(ii) Fixed amount for upland facilities (other than drydocks, marine 
railways, piers and wharves) $20,000 plus two percent (29% of all sums 
received from Government or any agency thereof for ship work per- 
formed for its account plus thirty percent of all compensation received 
by Lessee as and from direct charges for (a) dockage and wharfage 
of ships berthed in or alongside any of the piers and wharves; (0) for 
use of the drydock and marine railways. 

(5) All other terms as stated in the Notice of Intention to Lease. 

To make certain that the rent under (4) (ii) is understood we call attention 
to the fact that on the first one million dollars of volume the Department would 
receive $20,000 of percentage rent plus $20,000 of flat rent or a total of $40,000. 
Since it has been estimated that an annual volume of $3,000,000 would be neces- 
sary just to break even on the carrying charges of this yard including the flat rent, 
the annual rent received on such volume would be $80,000, and in addition the 
Department would receive 30 percent of all charges from the piers, wharves, 
marine railways and dry dock which would bring the total rent to over $100,000 
per year. 

Very truly yours, 

ALBERT SIMMONS ASSOCIATES, 
By Apert SrmMons, President. 
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ager estimates $50,000 per 
year 
Todd Shipyard Corp All 5 years with 3 | Ship repair | A. No flat rent offer e Lesseetomain- | Lessee to in- | At any time | No mention.._| Sameasabove_}| Survey of con- | Sameasabove.|_-.-. do__. 
additional and ship- | B. Upland, $36,633 per year tain accord- sure against during an dition to be 
+ peri- buildingwith less insurance, 40 percent ing to prac- same risks emergency made by 
ods. right to sub- of drydock charges, less tice in in- as it insures or on 60 Navy and 
lease por- insurance, dustry up to on its own days’ notice lessee. 
tions. Piers: Cents condition as cost to in interest 
A per foot per day. 17.6 received or deducted of national 
1 per foot per day. 7.0 in condition from rent defense, 
2 per foot per day. 5.0 as improved unless rent 
3 per foot per day. 5.0 at Navy ex- insufficient. 
4 per foot per day. 5.0 pense. Todd 
5 per foot per day. 5.0 requires 
6 per foot per day. 5.0 Government 
less insurance. (Assistant to place dry- 
industrial manager esti dock and 
mates $36,000 per year). marine rail- 
way in 
operating 
condition. 
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KNIGHT, BoLaANnp & RirorRDAN, 
San Francisco, May 11, 1961. 
Re: Lease of Shipyard on Clement Avenue, Alameda, Calif., Known as General 
Engineering Yard, pursuant to proposal of Albert Simmons Associates dated 
ener December 2, 1950, and December 12, 1950. Code 761. 
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nt o _—— TprAatTt » @ 7 T Te ‘nampa Navw “PART — 
Anlapee r Comparison with previous proposals THE BUREAU OF Suips, UNITED STATES NAVY DEPARTMENT, . 
lease posa Washington, D.C. 
(12) (13) GENTLEMEN: Referring to the letter of March 6, 1951, addressed to you by 
fal Albert Simmons Associates under the above heading, we confirm the factual 
Only with | Plant Bros. increased flat rent offer fro 5 information contained in this letter and specifically advise that Messrs. Parrott, 
é 4 ? m 853 ‘ 4s : ‘ ‘ ; 
prior Gov- | to $75,000; in the alternative penal tt in- Radil, and Simmons will supply or cause to be supplied whatever capital is needed. 
ernment ap- creased upland rent from $28,654 to $30,000, and reer > ; ; 
proval. on piers 4, 5, and 6, it increased the per foot rate Raparr INpustTrRIAL Propucis, Inc. 
by 4 cent. Insurance provision slightly better, By J. W. Raptr, Secretary. 
on Navy requirement rather than com- . Sa: : : 1c] 
‘at ir Wide not” conte et * Mr. Covurrney. For the information of the committee, this is letter 
provisions substantially same. from which I was reading previously, exhibit 10, on the percentage 


and the direct and indirect charges. 

Now, Admiral, will you proceed in your own way to evaluate these 
bids dollar-wise so far as the United States is concerned 4 

Admiral Krein. Well, sir, I must say that I did not myself eval- 


nae om Pe ois ; . 
At ams essa fr gteg tar uate these bids. 
$15,000 to Soho ge gad gage haved I did review the evaluation. 
per Myer nal pone to 30 percent of charges Mr. Courtney. Well, perhaps I better, then, change that question 
charges whereas first, bid loft thie mes to say this: will you discuss your recommendations to the Secretary 
negotiation. Other provisions are substan- of the Navy and the basis of them, with the committee, stating to 


tially the same to the extent the . : ; : : 
tioned in first bid. avironed eee the committee the basis of vour recommendations and those of the rec- 


: ay aoe No apparent change in Todd’s offer except Todd ommendations which you had before you which you adopted and indi- 
got Conde te ae a lens ‘ating any modification or reservations which you might have had ¢ 
tenance. Solel Admiral Kier. The evaluation made by the assistant industrial 
manager and also by code 760 in the Bureau of Ships seemed to me 
to be reasonable and in accordance with the submitted proposal made 
by the enterprisers. 

I did feel that on the pier rentals, while it was set down for the 
Simmons Associates as $18,000, the equivalent of what it is in Plant 
Bros., might or might not result, that is the payment of $15,000 might 
or might not result from the work done by Simmons Associates since 
Simmons Associates reserved to themselves the right to charge either 
determinately or indeterminately for the use of the piers. 

Mr. Courrnry. Maybe I can get at it this way. Admiral. 














I have a photostat of an abstract of bids which I have marked as 
“exhibit 11,” entitled “Evaluations of Proposals.” 

Is that the abstract of bids which was presented to you / 

Admiral Kirt. This is the one that was presented to me by code 
760, that is correct. 

(Exhibit No. 11 faces this page.) 

Mr. Courtney. Code 760 is what ? 

Admiral Kier. Is the code in the Bureau of Ships that handles the 
matter of out-leasing the property. 

Mr. Turnbull is the specialist on this particular property and Com- 
mander Simmons is at the head of the Division. 

Mr. Courtney. Commander Simmons is the head of the Division ? 

Admiral Kiery. That is correct. 

Mr. Courrney. And Mr. Turnbull is his specialist on matters of 
this kind. 

Admiral Kiery. On this particular property. 
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Mr. Courrney. Is their own evaluation and abstract of the bids? 

Admiral Kier, That is correct. 

Mr. Courtney. We will mark that, Mr. Chairman. 

Now let us proceed, Admiral, so we can get on to it, with your evalua- 
tion of the bids. 

Take, for instance, the rentals on the upland, the upland facilities. 

Admiral Kier. Yes, sir. 

Mr. Courrney. What is the Plant proposal and what is the proposal 
for the Simmons Associates ? 

Admiral Kiem. The Plant proposal was $30,000 per year. The 
Simmons proposal was $20,000 a year. In the submission made by the 
assistant industrial manager, the figure was $24,000 and the $4,000 was 
an allowance made by the assistant industrial manager to cover what 
in their judgment would accrue to the Government by reason of the 
2 percent that Mr. Simmons associates, or Simmons Associates place 
in their No. 2 bid—excuse me, proposal. I would like to substitute 
proposal for bid there, if I may. 

Mr. Courrnry. Proposal for bid. 

Admiral Kier. Yes. 

Mr. Courrney. So, Admiral, the additional $4,000 appearing there 
asa fixed rental on your abstract of bids is a summation by the indus- 
trial manager that the total acrual in Government business upon which 
a percentage would be paid would probably not exceed $200,000 in 
each year? 

Admiral Kier. That was his judgment; yes, sir. 

Mr. Courrney. Then passing from that to the matter of the dry 
docks, marine railways and the pier rental. You made reference a 
minute ago to the subject of direct charges which were to be paid for 
for docks and wharves at the rates of 30 percent. 

Admiral Kier. Yes, sir. 

Mr. Courrney. I think you stated that you assume that that would 
leave to the lessee the right to determine the total volume of charges. 

Admiral Krier. It would leave to his determination as to whether 
or not he made the charges as a direct charge in which case he would 
pay us 30 percent of the receipts or whether he would make them as an 
indirect charge or overhead charge in which case he might pay us 
nothing. 

Mr. Courtney. Well, now, assuming, Admiral, the sworn testimony 
here is that the intention expressed in that proposal, which is 4 (2) 
of the letter of July 24, 1951, was that all work done at the piers or 
wharves or on the marine railway should be paid for at the stated 
rate per foot on the basis of the percentage of 30 percent as a direct 
charge, would that make a difference in your evaluation of the two 
bids ? 

Admiral Krerx. It would not have made a difference in the evalua- 
tion as prepared by the assistant industrial manager because he allowed 
that the same number of ships of the same length would be berthed at 
the wharves whether it was under Plant Bros. or Simmons Associates. 
Furthermore, he allowed that the rate per foot, per linear foot of 
length, would be the same whether it was under Plant Bros. or Sim- 
mons Associates. 

That is to say, if the ship was at pier A, Simmons Associates pro- 
posed that they pay at the same rate per lineal foot as Plant Bros. 
did, although that is not in their peenteal. 
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Mr. Courtney. That was subsequent? How do you get the agree- 
ment of Simmons to pay a flat rental, or rather to base their rental 
upon flat charges per foot for these facilities? Where does that appear 
anywhere in the bids? 

Admiral Kier. It does not appear in Simmons Associates’ pro- 
posal. 

Mr. Courtney. But it does appear in the—— 

Admiral Kiri. The Plant Bros. proposal. 

Mr. Courtney. But then in evaluating and comparing the two, you 
assumed that the same rates would be applied by Simmons as were 
proposed by Plant in its bid, is that correct ¢ 

Admiral Kretx. It is not my evaluation, sir. It was the assistant 
industrial manager’s evaluation. 

Yes, that is correct. 

Mr. Courtney. The Navy Department’s assumption, then, by whom- 
— it might be made, was that the same rates per foot for these 

facilities would be charged by both parties? 

Admiral Kirin. That is correct. 

Mr. Courrnry. And that the percentage of Simmons, then, would be 
determined on the basis of 30 percent of the same rateable charge 4 

Admiral Kier. I am sorry, they did not allow that he was only 
going to pay 30 percent. You see, in the case of Plant Bros., they 
proposed to pay into the Treasury of the United States so many 
cents per foot per day of time that a ship lays alongside the pier. 
All the Simmons Associates do is to say that they will pay into the 
Treasury 30 percent of the direct charges received. 

Mr. Courtney. Well, assuming that would be all charges just for 
the purpose of evaluating here before the committee, how do you 
arrive at the point where you say the rates of Simmons and the rates 
of Plant were to be the same per foot? 

Admiral Kiern. There is no way of determining that. The assist- 
ant industrial manager in order to, I suppose, be more than fair to the 
Simmons Associates, put down the same number of dollars for pier 
rentals that he put down for Plant Bros. 

Mr. Courtney. And in making the comparison which is a relative 
comparison, you used the same number of ships or the same term of 
occupancy, is that right? 

Admiral Kiet. That is the assumption that he made. 

Mr. Courtney. All right. 

Admiral Kiem. And that it would produce the same revenue, that 
it would produce the same revenue to the Government. In other 
words, $18,000 was set down as an evaluation for what Plant Bros. 
would pay and $18,000 was put down for what Simmons Associates 
would pay. 

Mr. Courrney. In the Department’s evaluation / 

Admiral Kirt. That is correct. 

Mr. Courtney. All right. Now, let’s come up to the drydocks and 
marine railway. Will you explain that to the committee / 

Admiral Krier. The assistant industrial manager in his estimate 
determined that the use of the drydocks would produce $32,000 in 
revenue and that was 40 percent of the charges made at the going 
rate in the area for the use of drydocks, 

Now, again, he was not in a position to directly compare the pro- 
posal by the Simmons Associates: but, since the Simmons Associates 
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were only going to pay 30 percent, he took three-fourths of the $32,000 
and arrived at $24,000. 

Mr. Courtney. Well, in any event, regardless of the difference in 
the total volume of return from either source, either Simmons or Plant, 
the ratio would be the same, would it not? Well, you make a basic 
assumption here that the total receipts by Plant or by any occupant 
will be $32,000, 

Admiral Krier. Yes, sir. 

Mr. Courrney. All right. And you compare that, then, with the 30 
percent which Simmons proposes to give in his bid for the same 
facilities / 

Admiral Kier. Yes. 

Mr. Courtney. So if you upped the $82,000 figure in volume still 
you get the same relative relationship between the two proposals, do 
you not? 

Admiral Kriery. Yes, sir. 

Mr. Courtney. That is as 24 to 32, or three-quarters. 

Admiral Kier. That is correct. 

Mr. Courtney. And that obtains regardless of the amount. 

Admiral Kiery. Yes, sir. 

Mr. Courrney. What volume of business was this estimate of 
$32,000 based upon ¢ 

Admiral Krery. On an average employment of 200 in the yard. 

Mr. Courrnrey. Now, Admiral, in the experience of the Navy De- 
partment with this yard, what was your rate this yard has been in 
capacity, a 200 yard or something greater or something less ? 

Admiral Kieryx. That is a rather difficult question to answer be- 
cause many items of equipment and machine tools have been removed 
by the General Engineering Co. 

I want to check that. 

And it will be necessary to obtain a considerable number of items 
of equipment and machine tools even before 200 can be employed. 

Mr. Courtney. Well, assuming the yard is tooled up. Just as an 
assumption now for the purpose of making this comparison or this 
evaluation, assuming it is tooled up to what would be businesslike 
capacity or economical capacity, would: you rate this vard, then, as 
being a 200-man yard ¢ 

Admiral Kuri. Are you speaking now of repair work or repair 
work plus construction ? 

Mr. Courtney. Well, I think we would have to consider it as repair 
work in order to evaluate these bids for repair work. 

Admiral Krier. If an enterpriser went into the yard and equipped 
it properly with machine tools and other equipment necessary to do 
ship-repair work, the capacity of the yard so far as the upland area 
is concerned and so far as the piers are concerned and the drydocks 
and marine railways, the capacity of the yard would be many times 
200. 

Mr. Courrney. Well, I am trying to find the basis of your calling 
this a 200-man yard for the purpose of this evaluation. That was 
really the question. 

Admiral Kier. It was the judgment of the assistant industrial 
manager who is there on the spot, taking in consideration the prob- 
ability of a new enterpriser starting a business and the market. 

Mr. Courrney. Now, that brings us up to the second question, Ad- 
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miral. What is the experience of information of the Navy Department 
as to the total volume of work available for competitive bid in the 
harbor of San Francisco based on the experience of the last few years? 

Admiral Kiery. I am not in a position to testify as to that. In the 
last 2 months it has been running around $700,000 per month. 

Mr. Courtney. That is for all of the yards that are available? 

Admiral Krier. That is for Government business now. I have no 
vay of determing what it is for the area as a whole. 

Mr. Courtney. Well, now, when you speak of the area as a whole, 
do you mean the private business ¢ 

Admiral Kurry. IT am speaking now of the Government business 
plus the business that is put into all of the various vards, including the 
naval shipyards, for that area, Government and private. 

Mr. Courrnry. There are several Navy yards there which op- 
erate—— 

Admiral Kner. There are two Navy yards, Mare Island and San 
Francisco, There are several uptown shops and—— 

Mr. Courrnry. Then you say that in the last several months total 
volume of work let out by the Government in the harbor over and 
above what is done in its own yard is around $700,000 ? 

Admiral Krier. Per month. 

Mr. Courtney. And it has been since—— 

Admiral Kier. No, sir; it is only the last 2 or 3 months that T have 
been able to determine since we talked about it. 

Mr. Courtney. I see. But in your opinion that in months prior 
would have been less than it is now; is that right ? 

Admiral Kiery. Well, sir, I wouldn’t want to testify to that be- 
cause I don’t know. I have not the figures. 

Mr. Courtney. Now that $700,000 per month, Admiral, is subject 
to competitive bid; is it not ? 

Admiral Kier. Yes, sir. 

Mr. Courrney. And there are how many yards? Excluding this 
general yard, how many yards are in the business of bidding on the 
volume of work? Just give the number or recite them. 

Admiral Kurrn. Bethlehem-Pacifie Coast Co.; Colberg Boat 
Works; Columbia Machine Works; Hyett & Struck Engineering Co.; 
Martinolich Ship Repair Co.; Moore Dry Dock Co.; Pacifie Ship 
Repair Co.: Todd Shipyards; Triple-A Machine; Wagner & New- 
heus; West Wind; Coastal Marine Engineering Co. of San Francisco; 
Marine Repair Co. of Oakland; Western Engineering Co. of San 
Francisco. 

Now, there may be others, but these are the ones that have success- 
fully competed for Navy and Military Sea Transport Service work 
in the recent past. 

Mr. Courrney. Then let me understand vou, Admiral: The firms 
you have just recited would be competitors of an operator of Alameda 
yards and would be equally well able to perform any contracts within 
this $700,000 volume which you say now obtains in the harbor? 

Admiral Kier. Well, to begin with, they would be in better posi- 
tion to compete, and later on as to their competitive business it would 
depend on how much money the successful enterprise in getting— 
the man who is successful in getting the Alameda yards. how much 
money he would put in there. 


= 
om 
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Mr. Courrnrey. What you are trying to say, then, is this, Admiral, 
that whoever gets this lease would have to put in a substantial amount 
of money and bring the yard up to a state of efficiency that would 
make it a competitor with these other firms that you have enumerated. 

Admiral Kurt, That is correct; and, to begim with, he would be 
in a poor competitive position and later on he might be in a better 
competitive position. That is difficult to determine, sir. 

Mr. peGrarrenriep, What he means is this: After they spend 
enough money there to get it in proper position, if a man’s bid was 
accepted where they were getting 30 percent of it, he might be in a 
better competitive position than some competitor where they weren't 
getting the 30 percent. 

Admiral Kiecx. In my judgment, yes. And I am sorry I do not 
have the figure. 

Mr. Courrnry. Admiral, what was the real basis, then, for—con- 
sidering the factors which you just testified to, the volume of S700,000 
Which is available for competition or for competitive bid, and con- 
sidering all the other factors, such as the state of readiness of the 
yard, the Alameda yard, what was the real basis dollarwise for your 
determination and recommendation to the committee that the Plant 
bid was the better bid dollarwise for the Government 4 

Admiral Krietx. The judgment of the assistant industrial manager 
on the spot, the evaluation of the specialists in the Bureau, and en- 
terprisers or proposer’s own judgment of their ability. 

Mr. Courtney. Well, now, how do you assess that dollarwise ¢. 

Admiral Kier. The Plant Bros. offered a direct offer of $75,000: 
per year which he was prepared to take a bond to fulfill. That was 
for the plant. 

Mr. Courtney. The whole plant. 

Admiral Kreps. And Simmons Associates offered $40,000 for the 
plant as a whole. They were prepared to bond themselves to pay 
into the Treasury $40,000. 

My feeling is an opinion is that they themselves are better able to 
evaluate what they can do in any market in any area than any out- 
sider, and that was strong in my mind in agreeing with the assistant 
industrial manager and code 760. 

Mr. Courtney. Now, Admiral, T don’t understand, or don’t read 
into this proposal, which is exhibit 7, the invitation to bid, any state- 
ment as to the amount of the bond which was required. Now, there 
has been testimony here that the bond to be furnished or which Sim- 
mons offered to furnish vou was a million-dollar bond. 

Admiral Kirryx. I am sorry that I have never had an offer of a 
bond myself from Mr. Simmons. What we have is in his bid, that 
he agrees to the other items in our advertisement. 

Mr. Cunninouam. I don’t think Mr. Simmons said he proposed a 
million-dollar bond. He said he had a million dollars in mind. 

Mr. Courtney. There was talk of a million-dollar bond here. 

Admiral, can you elaborate on that, where vou fix the amount of the 
bond that is to be furnished / 

Admiral Kiem. We have not fixed the amount of bond to be fur- 
nished, so far as I know. 

Mr. Courrney. So that when you state that Simmons proposed to 
furnish a $40,000 bond and Plant proposed to furnish a $75,000 bond 
for the fixed rental—— 
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Admiral Kirix. What I intended to convey, the idea I intended to 
convey, is that the fixed-price proposal made by Plant was $75,000; 
the fixed-price proposal made by Simmons Associates was $40,000 ; 
and that both of them agreed to bond themselves to pay into the 
Treasury that much each year. 

Mr. Courtney. Minimum? 

Admiral Kirry. That is correct; on a fixed price. That was the 
fixed amount. 

Mr. Courtney. And that would be the amount that would be exacted 
under your bond ? 

Admiral Kier. The bond, T assume, which will be set by counsel 
for the most part, would be an amount which would guarantee the 

Mr. Sretn. May I answer that question? My name is Albert H. 
Stein, counsel for the Bureau of Ships. The Government reserves 
the right in the request for proposals to require a performance bond. 
So if the bond was required at our discretion it would be to cover the 
performance of all of the obligations of the lessee under the lease. 
That would inelude—— 

Mr. Courtney. That would be the maintenance / 

Mr. Srern. Yes. 

Mr. Courrnry. Which vou would estimate ? 

Mr. Srern. Yes. 

Mr. Courtney. Plus the minium rental which the Admiral has 
just been talking about 

Mr. Stern. Yes. sir. 

Mr. Courrney. And any other charges ¢ 

Mr. Stern. That is correct. 

Mr. Covurrney. Now—would there be any other charges? 

Admiral Kier. Insurance. 

Mr. Srer. I don’t know, as I say; that that right was reserved. 
It was our assumption that any person responding to the request for 
proposal was offering to furnish a bond adequate to cover all of the 
obligations he was undert: iking under his proposal. That would at 
least include all of the rental promise. 

Mr. Courtney. It would include all of the proposed minimum 
rental ? 

Mr. Srern. Yes, sir. 

Mr. Courtney. It would include the maintenance estimated by you. 

Mr. Srery. That is right. 

Mr. Courrney. And it would include the insurance; is that right? 

Mr. Srery. Yes. Now, insurance: If policies of insurance sat isfac- 
tory to the Department were furnished, no bond would be necessary in 
addition to that. 

Mr. Courtney. Well, you would either get the policy written in a 
reliable company acceptable to you or a bond for the amount of the 
insurance; is that right? 

Mr. Stern. Yes; that is correct. 

Mr. peGrarrenriep. And the bond would also cover that 30 percent; 
wouldn’t it, provided, the payment of that? How would you pro- 
ceed to bond or to compact a bond for the proposed percentage of 
30 percent of the dockage and 2 percent of the total volume estimated 
for a year? 

Mr. Srew. That would have to be an evaluated sum. I don’t 
know how that would be done; it would have to be estimated, I 
suppose. 








60 PROPOSED LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 


Mr. Courrney. It would have to be estimated ? 

Mr. Srein. Yes, sir. 

Mr. Anperson, There is one thing that puzzles me in looking at 
this exhibit 10. Under No. 4, it says “rent,” and I read the Plant 
Bros.’ proposal, a flat rent of $75,000 per year, which is under (a). 

Then the fee proposal is quite involved. I won’t repeat it. Look- 
ing down at Albert Simmons, under (0), upland, $20,000 per year 
plus 2 percent of Government contracts. 

Now, what do you estimate 2 percent of Government contracts 
under plan B would be? 

Admiral Kier. The assistant industrial manager made an evalu- 
ation of $4,000. 

Mr. Anperson. That doesn’t contemplate much of a volume of work, 
then? 

Admiral Kuri. It couldn’t contemplate much of a volume of Gov- 
ernment work, 

Mr. Anperson. I see. 

Apparently Simmons anticipated a greater volume of Government 
work if he were awarded the contract than the Navy Department 
figures he will get? 

Admiral Kiery. That is correct. 

Mr. Anprerson. Because if the industrial plant manager figured 
that only at $4,000 a year—— 

Admiral Kier. That is 2 percent of the Government price. 

Mr. Anperson. I understand. 

Admiral Kurt. Yes, sir. 

Mr. Anperson. Previous testimony would certainly indicate a much 
larger volume than the Navy Department anticipates. That puzzled 
me, 

Mr. peGrarrenriep. As I understood, he said he can’t make any- 
thing until there is gross income of $3 million, and he said 90 percent 
he calculated of this to come from the Government. 

Mr. Courrney. He said of the total volume of competitive work in 
the harbor, if we understood his testimony correctly, he said 90 per- 
cent of it would be Government work and only 10 percent would be 
rivet work; that all of it would have to be competitively bid, and that 
in order to successfully operate this yard it would be necessary to 
have a minimum gross volume of $3 million a year. That would be 
the breaking point. 

Mr. peGrarrenriep. And they would have to expend, how much 
money, did he say, in order to get it suitable to the operator # 

Mr. Courrney. He said they would have to expend from $300,000 
to $500,000 to put the yard in shape to operate, and that they would 
need about $1 million worth of capital to carry on. And he said in 
addition to that that it would require about $146,000 estimated for 
maintenance and repair, and the other obligations of the lessee. 

Mr. Chairman, with the permission of the committee, the sub- 
committee, may I suggest that we turn over to the industrial man- 
ager the evaluation presented by Simmons for comparison and for 
review, and report. ; 

Mr. Anprerson. And why not give them 2 or 3 days to look it over, 
and then come back and be prepared to testify on both that, and the 
Plant Bros.’ proposal, so that this committee will be able to under- 
stand a little more fully just how these proposals were evaluated. 
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Mr. CunnincHAM. I have one more. As I understand the testi- 
mony of Mr. Simmons it was to the effect that he called upon you 
in your office to ask you about the bids, that you told him he was low, 
the low bid, and refused to tell him anything about the other bids 
or give him any more information. 

Do you care to comment on that, or elaborate on that statement 4 

Mr. Kier. Mr. Simmons did call on me at my office before, I am 
sure it was before the Secretary had made an approval or disapproval 
of our submission to him. He asked me about the proposals. I told 
Mr. Simmons—excuse me. Before that, he indicated to me that he 
was staying in Washington until such time as the information was 
released. I told him that I would not divulge the other proposals, 
but I would say to him that his was not recommended because it was 
not the best proposal. 

Mr. Srern. I would just like to say that it is the established and 
published policy of the Navy De -partment, promulgated by the Secre- 
tary, in a case of lease of property to hold all proposals in confidence 
and not to divulge the terms of one proposal to another bidder. 

Now, in this particular case, the Secretary, I believe, in an attempt 
to explain this matter to Mr. Simmons, did give Mr. Simmons more 
information than ordinarily would be furnished to one bidder. But 
it is the policy of the Navy Department under which we operate not 
to disclose the proposals of one bidder to another. 

Mr. Courrney. Mr, Chairman, one further thing: I am the un- 
witting agent here in a capacity that I never want to assume ina 
matter of this kind, but there is a letter read to the committee dated 
September 28, 1951, from Mr. Simmons, which makes some modifi- 
cation and clarification of his previous proposals which he said he 
wants to deliver to the Navy Department. 

Since we are going to have you make a comparison, [ am going 
to deliver this letter to you, Admiral, and ask you to make your com- 
parison in the light of ‘these statements in here, making the assump- 
tion that they are valid modifications or clarifications of Simmons’ 
bid. 

Admiral Kiri. Would it be the sense of the committee that if 
there is a new submission or proposal by Mr, Simmons’ associates, or 
Simmons Associates, that the other people who presented a proposal, 
should they have an opportunity likewise ? 

Mr. Fisuer. Certainly. 

As I understand it, the idea of the letter was to clarify the bid that 
they previously made? 

Mr. Courrnry. Yes, sir. 

Mr. Fisner. What their intention was by certain wording in the 
submission, 

Admiral Krier. I see. 

Mr. Courtney. I think the letter probably will explain that. 

Mr. Fisuer. I think the letter will probably speak for itself. 

Mr. Courtney. Admiral, I haven’t read it all, but a paragraph of 
the letter was read here. 

Mr. Fisuer. With that understanding, we will recess until 10 o’clock 
Wednesday morning. 








LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 


WEDNESDAY, OCTOBER 3, 1951 


Howse or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE ON PROCUREMENT, 
Washington, D.C. 


(The special subcommittee met at 10 a. m., Hon. O. C. Fisher, 
chairman of the subcommittee, presiding. ) 

Mr. Fisuer. The committee will come to order. 

Admiral Klein, we are glad to have you back this morning to 
further clarify this situation in regard to the analysis of the bids. 

Mr. Courtney, you may proceed. 

Mr. Courtney. Mr. Chairman, this is Mr. Gedney, Kenneth H. 
Gedney, representing Thomas Plant & Sons; this is “Mr. Robert S. 
Caviness, representing Albert Simmons Associates. 

Mr. Fisuer. Very well. 

Proceed, Mr. Courtney. 

Mr. Courtney. Admiral Klein, you have a prepared statement fol- 
lowing the submission to you on Monday last of an analysis or evalua- 
tion of the bidding of the Plant Bros. and Albert Simmons Associates / 
Do you have a statement with respect to the same / 

Admiral Kuri. Mr. Chairman and gentlemen of the committee, at 
the conclusion of the Bureau of Ships representatives’ testimony on 
October 1, 1951, you presented us with a letter addressed by Albert 
Simmons Associates to the Bureau of Ships along with several sheets 
of figures and statements prepared by Mr. Albert Simmons in behalf 
of Albert Simmons Associates. 

You requested that these data be evaluated and the results reported 
to you. 

This submission by Albert Simmons Associates made under date of 
September 28, 1951, is in fact a new proposal, as evidenced by com- 
paring it with the language of the original proposal made on July 
25, 1951, and by comparing it witha letter addressed to the Honorable 
Dan Kimball, Secretary of the N ‘avy, by Albert Simmons Associates 
under date of August 30, 1951, of which I offer a photostatic copy in 
evidence. 

Mr. Courtney. We have that, Admiral. 

(The letters referred to are as follows :) 

ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., September 28, 1951. 


Re: Lease of Government-owned shipbuilding and ship-repair yard on Clement 
head Alameda, Calif., formerly operated by General Engineering & Drydock 
Corp. 


DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, 
Washington, D. C. 
GENTLEMEN : Shortly after the submission of our offer to lease the above facility, 
dated July 24, 1951, we learned there was some confusion or misunderstanding 
63 
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in the Bureau as to the meaning of certain language in our offer, particularly as 
to whether we had intended to offer 2 percent of all gross receipts or only part 
of gross receipts. Although we intended to offer 2 percent of all gross receipts 
and made our intention in this respect clear in the last paragraph of our offer, 
in one part of the offer we had made reference to 2 percent of receipts from work 
done for the account of any agency of the Government. 

As soon as We became aware of this misunderstanding we explained to your 
representatives that we had so worded our bid because we assumed that virtually 
all the work performed at the facility would come from some Government agency, 
that our reference to Government work was not intended to reduce or modify our 
offer of 2 percent of all gross receipts as clearly set forth in the concluding para- 
graph of our bid dated July 24. 

While we feel the last paragraph of our bid dated July 24, 1951, and our 
subsequent conversations and communications make it unnecessary, we herewith 
repeat and confirm our offer to pay as rent 2 percent of gross receipts from the 
operation of the entire shipyard, in addition to the fixed sum of $20,000 per year 
and 30 percent of all receipts from the use of the drydocks, marine railways, 
piers, and wharves. 

We do not think there is any misunderstanding about that part of our bid 
wherein we offered 30 percent of all charges from the piers, wharves, marine 
railways, and drydocks, but we wish to emphasize again that we have offered to 
pay, not only 30 percent of sums received by us for the occupation of those 
facilities, but 30 percent of all charges for work done at or on those facilities. 

Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALBERT SIMMONS, President. 


ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., August 30, 1951. 
Re: Lease of General Engineering Yard, Clement Avenue and Schiller Street, 
Alameda, Calif. 
Hon. DAN KIMBALL, 
Secretary of the Navy, Washington, D.C. 

Dear Str: Following up our proposal regarding the lease of the General 
Engineering Shipyard, we have investigated the present status of the matter 
with the officials concerned. Mr. Koehler’s office was kind enough to inform us 
of the terms of the other bids received, these being Plant Bros. and Todd Ship- 
yards. We would like to submit the following facts for your consideration : 

The Navy Department has apparently concluded that Plant Bros.’ bid is the 
most favorable, the three bids having been evaluated as follows in dollar terms: 


Per annum 


Plant Bros te amit a ee Eg ee $80, 000 
PaO OMNI INS FR SUCUU Gi i is ic daa ctoc i ce oes eae 50, 000 
Li ED V1 Speer ae ene ne eyes ee eee eee re nie. eee ae nce 36, 000 


We completely fail to understand this evaluation, and respectfully submit 
that the Navy Department is in error thereon. A more detailed analysis of the 
bids will clearly demonstrate this (Todd Shipyards’ bid is omitted as obviously 
low). 





| 
| Albert Sim- | 
| : ar ros 
lmons Associates| Plant Bros. 


' 


Use of upland facilities ; ; : ‘ () $20, 000 | $30, 000 
Drydock, marine railways, piers, and wharves (2) Qa 
Total valuation by Navy Department. 50, 000 80, 000 


1 Plus 2 percent of gross receipts. 
230 percent of gross receipts. 
340 percent on drydock, and marine railways, footage basis on piers and wharves, 


It is apparent that our 30-percent rental of drydock, ete., was valued at $30,000; 
Plant Bros. at $50,000. This seems completely erroneous to us. We believe any 
competent ship repairman would prefer our rental basis as bringing in more 
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money. Although Plant Bros. has offered 40 percent against our 30 percent on 
the drydock and marine railways, those are inevitably used only occasionally, 
compared with constant use of piers and wharves, on which our 30-percent otfer 
would bring a considerably higher return than a flat postage rental. 

But our major point is that the Navy Department has completely failed to 
take into consideration our 2 percent of gross receipts offer on upland facilities. 
The yard must do at least $3,000,000 business to break even. This would bring 
a return of $20,000 flat, plus $60,000 percentage, or a total of $80,000 per annum, 
as compared with $30,000 offered by Plant Bros. 

It is obvious that both Plant Bros. and ourselves expect at least to break even, 
Otherwise we would not be interested in the shipyard. How can a rental of 
$30,000 per annum be defended on this basis, against a rental of $80,000? 

The Navy Department may state that it is not interested in percentage rentals, 
but only in leases on a flat basis. If this is true, why does the Navy propose to 
rent the drydock, ete., on a percentage basis, but not the upland facilities % 

To conclude, we think that a fair comparison of Plant Bros.’ bid and ours 
would be as follows: 





Albert 
Simmons Plant Bros. 
Associates 
Use oF iene facilities... oo .cccssccuse cue Peter ey PE 8) Seon C+ SRO $80, 000 $30, 000 
SECTS ae ey eee demir bie iain Lag tee Cte 50, 000 50, 000 
SE Se ES Ca ie gay? The Pg EE Phat Be See 1130, 000 | 80, 000 


1 Allowing only for break-even business; if business Were greater, as We anticipate, our rental would 
naturally be correspondingly higher, Whereas Plant Bros. would remain the same. 

As a final consideration, we believe our organization to be far superior to Plant 
Bros., both in experience and financial responsibility. We have committed a 
major portion of the previous personnel of this yard, together with a number 
of others, including Mr. John Lofland, former Coordinator of Conversion and 
Repair during the Second World War. Plant Bros. is a ship-cleaving outfit, 
without repair experience. 

We have spent many months on this matter and put forth a great deal of 
expense and effort. We realize that the Navy Department is an extremely busy 
organization, but we hope and beg that you will have the kindness to look into 
this matter and give us your reply. 

Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALBERT SIMMONS, 

Admiral Kirin. In order to give the members of the committee a 
better understanding of events leading up to the present situation, I 
request that you hear something of the history of our efforts to lease 
this property. If agreeable to the committee, 1 would like Commander 
P. J. Simmons and Mr. F. W. Turnbull to present this history, as well 
as the evaluation of the material you gave us last Monday. 

Mr. Fisuer. All right, Commander. 

Commander Stmmons. Gentlemen, I would like to preface this his- 
tory of the attempts to lease this naval industry reserve shipyard by 
the statement that it was not our intent, or not our purpose, in adver- 
tising this reserve shipyard for lease that it would be required to meet 
the present or foreseeable needs of the Navy Department. It was our 
full intent to give all commercial enterprises, in order to get employ- 
ment in the area and also to relieve the Government a burden for 
maintenance and security, to attempt to see if some commercial enter- 
priser could make use of the facilities and get employment in the area 
and relieve us of the financial burden. 

I say that, and so state it in our advertisement, because it is true 
that sometimes when we advertise rumors go around; people auto- 
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matically assume that they are going to put millions of dollars’ worth 
of Government construction in this cael everyone gets excited about 
it and predicate their feelings and thoughts based upon that assump- 
tion. That is not the case; it still is not the case. 

For our foreseeable future and our present we do not have any need 
for reactivating for Navy purposes this industrial reserve shipyard. 

Our original advertising the first time—as you gentlemen are aware, 
this is the second time—was made in November of 1950, and proposals 
at that time were received by our assistant industrial manager’s office 
in San Francisco on November 7, 1950. 

With respect to the proposal, one of the proposals, which was from 
Albert Simmons Associates, the original proposal, as a result of that 
original advertising, was dated December 2, 1950. We have photo- 
static copies of these which I will introduce into the record, 

I would like to read the original proposal of Albert Simmons 





Associates 
Mr. Courrnry. You are speaking of the proposal in response to the 
Jast invitation ¢ : ; 
Commander Stumons. To the original [reading]: 


Re: Proposal for lease of Government-owned shipbuilding and ship-repair yard 
located at Clement Avenue, Alameda, Calif., which facility was operated 
during and after World War II by General Engineering & Dry Dock Cor- 
poration. 

DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, 

Via Assistant Industrial Manager, San Francisco Naval Shipyard, California. 

GENTLEMEN: We herein confirm our proposal for leasing said facility to be 
further negotiated with your Department as to details and further information 
you desire. 

We do not enter this proposal as a new party unknown to you, as the file 
under our Code Number 760 and 761 shows our intended cooperation and con- 
tains since February 2, 1948, complete records, reports, and data requested 
from us by your Department and our volunteered conversations reduced to 
letters, with lists of our personnel and organization, to which personnel we now 
add the following names well known to you; viz: J. B. Howell, San Francisco, 
Calif., retired lieutenant commander, USN; J. H. Lofland, in 1942 Coordinator 
for Ships, Repair, Conversion, USN; A. A. Moran, for years assistant to Robert 
Dollar, San Francisco, Calif.; Michael J. Ryan (Michael J. Ryan & Associates, 
Palace Hotel, San Francisco), our naval architect. 

We offer for the yard and facilities as described in your proposal an annual 
rental of fifteen thousand dollars ($15,000). 

Term of lease to be for five (5) year period with option to renew or buy. 

Facilities to be used for ship repairing, shipbuildjng, and industrial work. 

Lessee to be given right to sublet any part of facilities not required in its 
regular operation, which facilities so sublet to be subject to, in event of national 
emergency, 90 days’ cancellation. 

The use of the marine railway and drydock to be negotiated on a percentage 
basis to be mutually agreed upon at the time of proposal negotiation, 

I will not complete reading it as the rest of it is not pertinent here. 

(The letter dated December 2, 1950, follows :) 

ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., December 2, 1950. 

Re: Proposal for lease of Government-owned shipbuilding and ship repair yard, 
located at Clement Avenue, Alameda, Calif., which facility was operated 
during and after World War II by General Engineering & Dry Dock 
Corp. 

DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, 

Via Assistant Industrial Manager, San Francisco Naval Shipyard, California. 

GENTLEMEN: We herein confirm our proposal for leasing said facility to be 
further negotiated with your Department as to details and further information 
you desire. 


Own 
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We do not enter this proposal as a new party unknown to you, as the file under 
our Code Number 760 and 761 shows our intended cooperation and contains 
since February 2, 1948, complete records, reports, and data requested from us 
by your Department and our volunteered conversations reduced to letters, with 
lists of our personnel and organization, to which personnel we now add the 
following names well known to you: viz; J. B. Howell, San Francisco, Calif., 
retired lieutenant commander, USN; J. H. Lofiand, in 1942 Coordinator for 
Ships, Repair, Conversion, USN; A. A. Moran, for years assistant to Robert 
Dollar, San Francisco, Calif.; Michael J. Rvan (Michael J. Ryan & Associates, 
Palace Hotel, San Francisco), our naval architect. 

We offer for the yard and facilities as described in your proposal an annual 
rental of fifteen thousand dollars ($15,000). 

Term of lease to be for five (5) year period with option to renew or buy. 

Facilities to be used for ship-repairing, shipbuilding, and industrial work, 

Lessee to be given right to sublet any part of facilities not required in its 
regular operation, which facilities so sublet to be subject to, in event of national 
emergency, 90 days’ cancellation. 

The use of the marine railway and drydock to be negotiated on a percentage 
basis to be mutually agreed upon at the time of proposal negotiation. 

Our organization and personnel, as per list on file in Code 761 is composed of 
specialists and men experienced in naval construction, repairs and marine 
engineering; all of whom have excellent records in this industry. We will fur 
nish names of management and key personnel at time of proposal negotiation, 

With regard to our financial responsibility, we assure you we Can finance any 
project or matter we undertake, no matter how large or the amount of money re- 
quired of us, and we will furnish you with the names of our financiers and 
financial set-up complete at time of negotiation of this proposal. At the same 
time will give you any answers or additional information you may desire or ask 
of us in the premises, 

Taking into consideration or ability and record and the above facts, we believe 
we are entitled to be given favorable consideration. 

Respectfully submitted. 

ALBERT SIMMONS, 
Albert Simmons Associates, 


On December 12, 1950, with respect to the same advertising and the 
same proposal by Albert Simmons Associates, letter addressed to: 


DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, 
Via Assistant Industrial Manager, 
San Francisco Naval Shipyard, California, 

GENTLEMEN: Confirming our conversation of yesterday, December 11, 1950, 
and referring you to our letter of December 2, 1950, wherein we proposed to 
lease the Government-owned shipbuilding and ship-repair yard, located at Clem- 
ent Avenue, Alameda, Calif.—i. e., General Engineering & Dry Dock Cor- 
poration facility—offering an annual rental of fifteen thousand dollars 
($15,000) for yard and facilities as described in your proposal— 

We wish to add to the annual rental the following percentages on/of gross 
sales on all work performed for the United States Government: 2 percent of 
gross sales up to $38,000,000; 1 percent of gross sales up to $5,000,000 on the 
$2,000,000 over the $38,000,000; 144 percent of gross sales up to $10,000,000 and 
upward on any additional over the $5,000,000. 

In addition to the above we agree to secure, protect, and maintain the following 
rental for all vessels moored or double-banked along the side of the following 
piers: 

Wharf A $0.18 per foot per day. 

Wharf No. 1, $0.037 per foot per day. 

Wharf No. 2, $0.01 per foot per day. 

Wharf No. 3, $0.035 per foot per day. 

Wharf No. 4, $0.025 per foot per day. 

Wharf No. 5, $0.045 per foot per day. 

Wharf No. 6, $0.05 per foot per day. 

All above open for negotiation as per our first letter. 

Insurance: We agree to cover the plant and its facilities with insurance 
as may be required by the United States Government, in such amounts and 
with such companies as may be required and approved by United States 
Government. 
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Plant protection: We agree to secure, protect, and maintain the plant and 
its facilities as may be required by the United States Government. 


(The letter dated December 12, 1950, follows :) 


ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif, December 12, 1950. 
DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, % 
Via: Assistant Industrial Manager, San Francisco Naval Shipyard, 
California. 

GENTLEMEN: Confirming our conversation of yesterday, December 11, 1950, 
and referring you to our letter of December 2, 1950, wherein we proposed to 
lease the Government-owned shipbuilding and ship-repair yard, located at 
Clement Ave., Alameda, California, i. e., General Engineering & Dry Dock Corp. 
facility, offering an annual rental of fifteen thousand dollars ($15,000) for yard 
and facilities as described in your proposal. 

We wish to add to the annual rental, the following percentages on/of gross 
sales on all work performed for the United States Government 2% of gross sales 
up to $38,000,000, 1% of gross sales up to $5,000,000 on the $2,000,000 over the 
$3,000,000, 14% of gross sales up to $10,000,000 and upwards on any additional 
over the $5,000,000. 

In addition to the above we agree to secure, protect and maintain the following 
rental for all vessels moored or double banked along the side of the following 
piers: 

Wharf A, $0.18 per foot per day 
Wharf #1, $0.087 per foot per day 
Wharf +2, $0.01 per foot per day 
Wharf #3, $0.035 per foot per day 
Wharf # 4, $0.025 per foot per day 
Wharf +5, $0.045 per foot per day 
Wharf #6, $0.05 per foot per day 

All above open for negotiations as per our first letter. 

Insurance: We agree to cover the plant and its facilities with insurance as 
may be required by the United States Government, in such amounts and with such 
companies as may be required and approved by United States Government. 

Plant protection: We agree to secure, protect and maintain the plant and its 
facilities as may be required by the United States Government. 

Respectfully submitted. 
ALBERT SIMMONS, 
Albert Simmons Associates. 


I would like to point out that the letter of December 12 resulted, 
from the advertisements and on the part of our assistant industrial 
manager, in having Mr. Albert Simmons, representing Albert Sim- 
mons Associates, clarifying the proposal. 

The second letter, therefore, was the clarification given to the 
assistant industrial manager at San Francisco at that time. 

The assistant industrial manager, through the normal process, after 
attempting, maximum effort, to clarify the proposal at the field level, 
submitted the proposal to the Bureau of Ships with his reeommenda- 
tions and his evaluations, as he saw them. 

We, in reviewing them, determined that considerably more clarifica- 
tion would be required, with the result that we invited all proponents 
to come in and clarify their proposals, and/or better their proposals. 

Mr. Courrney. How many were there, Commander / 

Commander Simmons. There were five. 

Mr. Courrney. Did all five respond to the invitation ? 

Commander Simmons. All five did not. There were two, I recall, 
one only wanted a very small portion, consisting, primarily, of the 
machine shop, and the other was a logging company, which had sub- 
mitted a proposal to tie up log booms along the piers, and they drop- 
ped out of the picture. 
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Mr. Courrnry. Can you mention those companies for the record 
by name, the logging company and—what was the other ¢ 

Mr. Benson. They were the AAA Machine Shops, Inc., and Ships 
& Power Equipment Corp. 

Mr. Courtney. They were the two who did not continue the nego- 
tiations, or withdrew from the bidding ? 

Commander Simmons. That is correct. 

Now, as the result of our call, invitation, Mr. Albert Simmons, 
accompanied by Mr. Dan C. Peacock, visited the Bureau of Ships and 
conferred with us on February 19, 1951. 

| would like to read our minutes at that conference. 

(The memorandum follows :) ' 
NObs-544 (761) 
Ser 761-82 
February 23, 1951 
MEMORANDUM OF CONFERENCE HELD iN THE BUREAU OF SHIPS ON FEBRUARY 19, 1951 


Those present: 
Representating Albert Simmons Associates: Mr. Albert Sinimons, Mr. Dan C. 
Peacock, Jr. 
Representing the Bureau of Ships: Commander P. J. Simmons, Mr. H. R. 
senson, Mr. F. W. Turnbull. 
Subj.: Proposal of Albert Simmons Associates for the leasing of the Naval In- 
dustrial Reserve Shipyard, Alameda. 
Enecl.: (1) Copy of General Provisions of a Public Law 564 Lease for Proposed 

Lease of Naval Industrial Reserve Shipyard, Alameda. 

1. The primary purpose of the visit of the representatives from Albert Sim- 
mons Associates, made at the request of the Bureau, was to clarify the proposal 
by Albert Simmons Associates for the leasing of the subject yard. 

2. The discussion covered the following: 

a. The Bureau’s representatives pointed out that the discussion relative to 
the subject plant was for the purpose of clarilication of the proposal by Albert 
Simmons Associates in order that the Bureau could evaluate the several pro- 
posals received and was not for the purpose of negotiating a lease agreement. The 
representatives of Albert Simmons Associates were advised that inasmuch as 
others were being given an opportunity to clarify their proposal Albert Sim- 
mons Associates was also being given the same opportunity. 

b. The major general terms of a lease, as outlined in enclosure (1) (the same 
as furnished Todd and Plant Bros.), were discussed in detail, item by item. 

(1) Leased property.—Albert Simmons Associates would lease all the property. 

(2) Term.—The term indicated by the Bureau of five (5) years with option 
to renew for three (3) additional five (5) year periods on mutually agreeable 
terms is acceptable to Albert Simmons Associates. 

(3) Use.—Albert Simmons Associates intend to use the vard for ship repair 
and shipbuilding; however, if it does not use all the upland facilities it intends 
to sublease such facilities or to use them for other purposes. 

(4) Rental.—Albert Simmons Associates referred to their offer submitted in 
their proposal. This provision was taken up after discussion of the remainder 
of the provisions. It was pointed out to the representatives that inasmuch as the 
Bureau was endeavoring to evaluate the proposals, it desired the rental proposal 
be submitted on the following basis: 

(a) A flat rental for use of all of the facilities; or 

b. A rental based upon a fixed amount for upland, a precentage for the use of 
the drydock (it being stated that the wartime contracts were hased on 40 percent 
of all charges made for use of the drydock) and so much for the piers with the 
rate for the piers being specified. It was noted that Albert Simmons Associates’ 
proposal specified rates for the piers. 

(5) Maintenance.—Albert Simmons Associates agreed to maintain the facili- 
ties at its expense in accordance with commercial standards in a condition as 
good as received or as the Department may improve, normal wear and tear 
excepted. The Bureau pointed out that the yard was being leased on an “as 
is, where is” basis and that no assurance could be given that the Department 
would make capital repairs. In connection with the maintenance, it was pointed 
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out that a survey would be made at the beginning of a lease in order to deter- 
mine the condition of the plant at the time the lessee takes over. Mr. Peacock 
stated that the associates who would back the organization would have to be 
assured of a Certificate of Necessity for the acquisition of the machine tools 
and equipment necessary to equip the yard for operation. It was pointed out that 
Certificates of Necessity were approved by National Production Authority, 
another agency of the Government, and that the Bureau could not include it 
in its lease agreement. At this point Mr. Peacock also raised a question as 
to the work the Navy had planned for this particular plant. It was again 
emphasized that the plant was being taken “as is, where is” with no commitment 
as to work for the vard. 

(6) Insurance.—Albert Simmons Associates agreed to insure the facilities at 
its expense to the extent required by the Department. 

(7) Vermination.—The standard termination provisions were outlined as 
listed in enclosure (1). Mr. Peacock stated that inasmuch as we were in an 
emergency already the first provision for cancellation during a national emer- 
gency in effect made it a day-to-day lease. He was advised that this was the 
standard termination provision required. The representatives stated they 
would take these provisions under consideration. 

(S) Stand-by period.—The twenty (20) year stand-by period was explained to 
the representatives. They stated that this would have to be given further con- 
sideration by them. 

(9) State and local tares.—Standard provision acceptable to Albert Simmons 
Associntes. 

(10) Alterations.—Standard provision acceptable. 

(11) Vransfer of lease.—Standard provision acceptable. 

(12) Performance bond—The representatives agreed to furnish a performance 
bond, also a financial and organizational statement. 

3. The Bureau representatives pointed out that it could not guarantee in the 
lease that the lessee would be able to obtain Master Ship Repair Contracts from 
the Bureau or Military Sea Transportation Service nor could it guarantee Gov- 
ernment work to the lessee. Mr. Peacock stated that he and his associates had 
well-paying jobs and considered their taking over the plant under a lease con- 
stituted their contribution to the war effort. It was again pointed out that 
this yard was being made available on an advertised basis under Public Law 
364 and was not being activated by the Navy for the specific purpose of building 
vessels. It was pointed out that if the proposed lessee was using the yard and 
was capable of doing Naval work it would get the same consideration with 
others under similar circumstances, 

4. Mr. Peacock stated that if they could not be assured Navy work as well as 
be furnished the tools and equipment to equip the vard or guaranteed a Certificate 
of Necessity if they acquired them for their own account, then he did not think 
that his associates would be interested in leasing the yard. It was agreed that 
they would submit their revised proposal in accordance with the discussions, or, 
if the associates wished to withdraw their proposal the Bureau would be notified 
by the end of the week or the first part of the week of February 26. 

IH. R. BENSON. 


Nore.—Informed by Under Secretary of the Navy, Mr. Kimball's office, that 
Mr. Peacock endeavored to get the Under Secretary to assure them of Navy 
work in connection with the leasing of the yard. That office gave them no 
assurance of Navy work.—H. R. B. 


GENERAL PROVISIONS OF A PusLic LAw 364 Lease—For Proposep LEASE OF NAVAL 
INDUSTRIAL RESERVE SHIPYARD, ALAMEDA, CALIF. 


Leased property.—Indicate whether offer includes lease of all of the facilities. 
If not, indicate the specific items desired. Bureau prefers lease of all the 
facilities. 

Term.—tindicate maximum term acceptable. Bureau prefers five (5) year 
term with option to renew for three (3) additional five (5) year periods on 
mutually agreeable terms. 

Use.—Proposed use of the facilities should be indicated. 

Rent.—Indicate maximum rent the proposed lessee is willing to pay for the use 
of the facilities. 
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Maintenance.—The Bureau requires that, at the expense of the lessee, the pro- 
tection, maintenance, and repair of the facilities shall be in accordance with 
sound industrial practice in the shipbuilding and ship-repair industry and as the 
Department may from time to time reasonably require and direct. 

Insurance.—There should be indicated the types and amounts of insurance 
the lessee will provide at its expense. 

Termination by Government.—Standard termination by Government. 

(i) At any time during any national emergency declared by the President or 
Congress, or 

(ii) Upon sixty (60) days’ written notice to the lessee whenever the Secretary 
shall determine that the interest of national defense so require: or 

(iii) Upon ninety (90) days’ written notice to the lessee whenever the Secre- 
tary shall determine that the facilities are surplus to the further needs and 
respousibilities of the Department; or 

(iv) Upon ten (10) days’ written notice to the lessee if lessee shall have 
defaulted and shall not have cured such default within thirty (30) days after 
written notice of such default. 

Stand-by period.—Indicate the stand-by period the lessee is willing to accept. 
The Bureau desires a period of twenty (20) years from the date of the lease. 

State and local taxres.—In the event that as a result of any future acts not of 
Congress, subjecting Government-owhed property to taxation, taxes, assessments, 
or similar charges are imposed by State or local authorities upon property leased 
hereunder (other than upon the lessee’s possessory interest therein), the lessee 
shall pay the same when due and payable and the lease shall be renegotiated so 
as to accomplish an equitable reduction in rent, which reduction shall not be 
greater than such taxes, assessments, or similar charges. 

Alterations.—The lessee shall not, so long as the lease shall be in effect, make 
any substantial alterations, additions, or betiterments to any property included 
among the facilities without the prior approval or consent of the Government. 

Transfer of lease—Neither the lease nor any interest therein shall be trans- 
ferred or assigned by the lessee except with the written consent of the Depart- 
ment, nor shall any item of facilities or part thereof be subleased without written 
consent of the Department. 

Commander Stamons (reading from the memorandum of confer- 
ence held in the Bureau of Ships on February 19, 1951) : 


Those present: Representing Aibert Simmons Associates, Mr. Albert Simmons 
and Mr. Dan C. Peacock, Jr.:; representing the Bureau of Ships, Commander 
P. J. Simmons, Mr. H. R. Benson, and Mr. F. W. Turnbull. 


I would like to refer to paragraph 4 on page 2: 
: pay 


4. Rental: Albert Simmons Associates referred to their offer submitted in 
their proposal. This provision was taken up after discussion of the remainder 
of the provisions. It was pointed out to the representatives that inasmuch as 
the Bureau was endeavoring to evaluate the proposals, it desired the rental 
proposal be submitted on the following basis: 

a. A flat rental for use of all of the facilities: or 

b. A rental based upon a fixed amount for upland, a percentage for the use 
of the drydock (it being stated that the wartime contracts were based on 40 
percent of all charges mmade for use of the drydock) and so much for the piers 
with the rate for the piers being specified. It was noted that Albert Simmons 
Associates’ proposal specified rates for the piers. 

4. Mr. Peacock stated that if they could not be assured Navy work as well 
as be furnished the tools and equipment to equip the vard or guaanteed a 
certificate of necessity if they acquired them for their own account, then he 
did not think that his associates would be interested in leasing the yard. It 
Was agreed that they would submit their revised proposal in accordance with 
the discussions, or if the associates wished to withdraw their proposal the 
Bureau would be notified by the end of the week or the first part of the week 
of February 26. 

Mr. Courrney. Who is Mr. H. R. Benson ? 

Commander Simmons. Mr. H. R. Benson is my civilian assistant 
here. 

Mr. Courtney. Commander, so that the committee may follow the 
sequence, it was following this discussion that a first submission was 
made to this committee for approval of a lease ¢ 


72 PROPOSED LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 


Commander Stumons. Yes; it was after that. 

Mr. Courtney. And that was the proposal which was rejected by 
the committee ? 

Commander Stumons. That is right. 

Mr. Doyte. Counsel, I think that the note following paragraph 
4 is very pertinent. 

Mr. Courrnry. Yes: I omitted that. 

Do you desire to read into the record, Commander, the note which 
appears over the initials at the bottom ? 

Commander Stumons. Yes, sir. 


Note.—Informed by Under Secretary of the Navy, Mr. Kimball’s office, that 
Mr. Peacock endeavored to get the Under Secretary to assure them of Navy work 
in connection with the leasing of the vard. That office gave them no assurance 
of Navy work. 

Commander Simmons. The next letter which I would like to read 
into the record is a letter dated February 23, 1951, on the letterhead 
of C. Dudley De Velbiss Co., East Shore Highway and Huntington 
Avenue, Richmond, Calif., addressed to the Bureau of Ships, United 
States Navy Department, Washington, D. C., attention of Com- 
mander P. J. Simmons. 

(The letter referred to is as follows :) 


C. DupLEY DE VELBIss Co., 
Richmond, Calif., February 23, 1951. 
BUREAU OF Snips, UNITED STATES NAVY DEPARTMENT, 
Washington, D.C. 
(Attention Commander P. J. Simmons.) 
Subject: General Engineering & Drydock Co. yard, Alameda, Calif. 
Reference: (A) Navy Department inquiry for bids to lease facilities of General 
Engineering & Drydock Co. yard. 
(B) Letter from Albert Simmons of December 2, 1950, containing 
preliminary proposal. 
(C) Letter from Albert Simmons of December 12, 1950. 
(Id) Navy Department wire to Albert Simmons, February 10, 1951. 
(E) Presented form containing general provisions of Public Law 364, 
relative to lease of Naval Industrial Reserve Shipyard, Ala- 
meda, Calif. 
(IF) Conference at Navy Department Bureau of Ships, 1:30 p. m., 
February 20 between Commander P. J. Simmons and assist- 
ants with Albert Simmons and Dan C. Peacock, Jr. 

GENTLEMEN: Pursuant with our conversation, reference F, wherein we in- 
formed you that we would be in a position to advise by February 24 as to 
whether or not we are interested in further submitting to you additional in- 
formation and supplementary proposals in connection with the leasing of the 
subject shipyard in an as-is condition, we beg to inform you that, based on 
the information we have been able to develop pertaining to the lease of subject 
shipyard, our group at this time does not feel that they can consider entering 
into a contract with the bureau of ships. 

We, however, will be very much interested in the leasing of such facilities 
in the future: and we suggest that, in order to present the facilities in a light 
which would make the operation of the yard economically possible, the follow- 
ing information should be incorporated in a proposal by the Navy Department to 
prospective civilian operators of the yard: 

1. That the Navy Department give definite information as to the program 
of repair of naval vessels for the yard. 

2. That the Navy Department give definite information as to the quantity of 
new construction of vessels 250 feet and under, including barges, that could 
be obtained under competitive bidding or on a negotiation contract basis. 

3. That MTS furnish, through the Navy Department, an estimate of the 
quantity of vessels under their operation that will require drydocking and 
general shipyard repair work within a reasonable period. 
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4. That the Navy Department agree to obtain from the joint Army-Navy 
machine-tool surplus stock the necessary equipment to operate the yard, and 
furnish a certificate of necessity to the operator of the yeard for the purchase 
of the equipment that the Navy is unable to furnish. 

5. The liberalizing of the termination clause and use that the yard may 
be put to. 

6. The inclusion of a facilities-repair agreement whereby the yard will be 
put in operating condition which moneys would be either paid directly by 
the Navy or a credit to the rentals to be paid by the operator of the yard. 

We are of the opinion, from the investigation of the proposal in connection 
with the leasing of this yard, that under your present requirements it does 
not appear economically possible for a civilian contractor to reactivate the 
yard, purchase necessary small tools supplies, machine tools, and maintain 
the vard. The purchase of all necessary machine tools at this time would, in 
cur opinion, take these machine tools away from other war production efforts 
that require tools, and have effect on the over-all rearmament program. That is 
why we suggest that, if the yard be reactivated, the tools be supplied from the 
joint pool of the Army-Navy surplus tools. 

We have the necessary capital, personnel, ete., to operate such a yard and 
will be happy to entertain a proposal when the time arrives wherein the Navy 
decides that it is necessary that the yard be placed in operating condition for 
availability for new construction and running repairs for naval, MST, and 
commercial vessels. 

We wish to express to you our appreciation for your consideration in this 
matter, and sincerely hope that we can be of assistance to you at some time in 
the future. 

Very truly yours, 
C. Duptey De Vetsiss Co. 
D. C. PEAcocK, Jr., President. 


Commander Srumons (reading) : 
Subject: General Engineering and Drydock Co. yard, Alameda, Calif.— 
I shall not read the references; they are not pertinent to the point. 


GENTLEMEN: Pursuant with our conversation, reference F, wherein we in- 
formed you that we would be in a position to advise by February 24 as to 
whether or not we are interested in further submitting to you additional infor- 
mation and supplementary proposals in connection with the leasing of the 
subject shipyard in an as-is condition, we beg to inform you that, based on the 
information we have been able to develop pertaining to the lease of subject ship- 
yard, our group at this time does not feel that they can consider entering into a 
contract with the Bureau of ‘Ships. 

We, however, will be very much interested in the leasing of such facilities in 
the future; and we suggest that, in order to present the facilities in a light 
which would make the operation of the yard economically possible, the following 
information should be incorporated in a proposal by the Navy Department to 
prospective civilian operators of the yard: 

1. That the Navy Department give definite information as to the program of 
repaic of naval vessels for the yard. 

2. That the Navy Department give definite information as to the quantity of 
new construction of vessels 250 feet and under, including barges, that could 
be obtained under competitive bidding or on a negotiation contract basis. 

3. That MTS furnish, through the Navy Department, an estimate of the quan- 
tity of vessels under their operation that will require drydocking and general 
shipyard repair work within a reasonable period. 

4. That the Navy Department agree to obtain from the joint Army-Navy 
machine-tool surplus stock the necessary equipment to operate the yard and 
furnish a certificate of necessity to the operator of the yard for the purchase 
of the equipment that the Navy is unable to furnish. 

5. The liberalizing of the termination clause and use that the yard may be 
put to. 

Mr. Courtney. What did that have reference to, Commander? 
Were you limiting it to ship repair and ship work? 

Commander Simmons. No; we were limiting it to any use which 
would not destroy the shipbuilding potential of that yard. In other 
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words, you could not tear down a structure—for instance, a machine 
shop—tear it up and make a refrigeration warehouse out of it, or tear 
something down and put up an oil-tank farm. 

Mr. Courtney. The proposal was that the facility remain intact 
for ship-repair work ? 

Commander Simmons. That is correct. That no substantial altera- 
tions be made that would in any way impair its potential require- 
ment for ship repair and ship construction. 

Mr. Courtney. Is that the requirement at the present time? 

Commander Simmons. That is still the requirement. 

Mr. peGrarrenriep. At that time, Commander, from everything 
they did, did you get the impression that what they were trying to do 
was to get a lease-providing the Navy would assure them of enough 
work to make the lease profitable to them if they got it / 

Commander Simmons. That is correct, sir. 

Mr. peGrarFrenriep. That is all. 

Mr. Doytr. May I ask this question at this point: Is the Dan C. 
Peacock, Jr., representing Albert Simmons Associates in the confer- 
ence on February 19, 1951, the same Dan C. Peacock, Jr., who signed 
the communication of February 23, 1951? 

Commander Simmons. He is, sir. 

Mr. Courtney. The Dudley Co. was not a bidder? 

Commander Simmons. Not as a company, they were not. Mr. 
Daniel C. Peacock, in coming in, was introduced as one of the Albert 
Simmons Associates, and in clarification of the proposal at that time 
he acted as the principal and carried on all of the conversation 
[reading |: 

6. The inelusion of a facilities-repair agreement whereby the yard will be 
put in operating condition, which moneys would be either paid directly by the 
Navy or a credit to the rentals to be paid by the operator of the yard. 

Mr. Courrney. What does that mean ? 

Commander Simmons. They have master ship-repair contracts. 

Mr. Courtney. Who has? 

Commander Summons. The Navy has, with various organizations 
in the ship-repair field. Under those master ship-repair contracts 
work is done under that one blanket contract. 

What he is saying, in effect, here, is that he wants one of these 
master—— 

Mr. Courtney. He wants to be included with the people who would 
be invited to do Navy work under the terms of a master contract ? 

Commander Stumons. Right. 

Further, in this 6, to extend upon it 

Mr. Courtney. Commander, the question we have immediately is 
whether Mr. Peacock is presently connected with the Simmons Asso- 
ciates. What is the situation in that respect, do you know ? 

Commander Sramons. I do not know, sir. 

Mr. Courtney. Mr. Caviness, can you answer the question as to 
whether Mr. Peacock is presently associated with the present bidder, 
Albert Simmons Associates ? 

Mr. Caviness. He is not; nor is Mr. De Velbiss. 

Mr. Courrney. Thank you. 

Commander, will you proceed, please. 
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Commander Simmons (reading) : 


We are of the opinion, from the investigation of the proposal in connection 
with the leasing of this yard, that under present requirements it does not appear 
economically possible for a civilian contractor to reactivate the yard, purchase 
necessary small tools supplies, machine tools, and maintain the yard. 


Mr. Courrnery. Since Mr. Peacock is no longer identified with the 


present proposers, I wonder whether we should consider these nego- 


tiations further? This, apparently, is a letter on behalf of Mr. Pea- 
cock, speaking for himself as a principal, and since he is no longer 
identified with it it may be only of historical importance. 

(The letters referred to are as follows :) 

C. DupLeY Dr VELBISS Co., 
Richmond, Calif., March 9, 1951. 
Reference: Our letter of February 25. 
BUREAU OF SHIPs, UNITED STATES NAVY DEPARTMENT, 
Washington, D.C. 
(Attention Commander P. J. Simmons. ) 

GENTLEMEN : We would appreciate it if you would inform us what action has 
been taken in connection with the General Engineering & Drydock Co. yard at 
Alameda, Calif. If no action has been taken as yet, has the leasing of the yard 
been postponed at this time? If so, is there any tentative date when the Navy 
Department would consider negotiations? 

The above information would be greatly appreciated. 

Very truly yours, 
C. Duptey DE VerBiss Co., 
DPD. C. PEACOCK, Jr., President. 


DEPARTMENT OF THE NAvy, 
BUREAU OF SHIPS, 
Washington, D. C., March 19, 1951. 
G. Duprey De VELBIss Co., 
Richmond, Calif. 
(Attention Mr, D. C. Peacock, Jr., president. ) 

GENTLEMEN : Reference is made to your letter of March 9, 1951, in which you 
inquire as to the status of the leasing of the Naval Industrial Reserve Shipyard 
(General Engineering & Drydock Co.), Alameda, Calif. If no action relative 
to the leasing has been taken by the Department or the leasing of the yard has 
been postponed, you inquire as to whether there is a tentative date when the De- 
partment would consider negotiations. 

All the proposals relative to the leasing of the yard have been received, clari- 
fied, evaluated, and forwarded to the Secretary of the Navy for determination. 
No further proposals or negotiations in connection with the leasing of the yard 
can be accepted, 

Sincerely yours, E 
P. J. SIMMONS 
(By direction). 

Mr. Fisuer. Do you regard this as pertinent to the inquiry and, if 
so, in what way, Commander / 

Commander Stumons. I do, to the extent that it indicates the ex- 
tent to which we in the Navy Department have gone on in an attempt 
to evaluate, over quite some considerable period of time, a series of 
proposals and changes thereto that have been made by Albert Simmons 
Associates. It indicates very clearly to me that I personally, and I 
know other people in my shop during this period, spent a great deal 
of time on this. 

Mr, peGrarrenriep. I think we ought to hear it all, Mr. Chairman. 
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Mr. Fisurr. Suppose you proceed, then, as briefly as you feel you 
can. 

Mr. Dorie. May I say, Mr. Chairman, it shows to me that there 
were only 9 days intervening between Peacock’s statement of the fun- 
damental premise on which they could bid—there were two diametri- 
cally opposite positions taken by the Albert Simmons Co. and the 
other competing concern, and I think the record should show that. 

Mr. Courtney. I just didn’t want to spend time on someone not in- 
volved at the present time. 

May I suggest, Mr. Chairman, that these documents be interpolated 
in the record in toto? 

Mr. Fisuer. Very well. 

Commander Srumons. I would like to have that done. 

I think, from the letter of February 23, I have read sufficient for 
the purposes of the record. 

I would like next to refer to the letter of February 26, 1951, on the 
letter head of Albert Simmons Associates, 461 Market Street, San 
Francisco 5, Calif. ; 

(The letters referred to are as follows:) 

ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., February 26, 1951. 
Re Lease of Shipyard on Clement Avenue, Alameda, Calif., known as General 
Engineering yard pursuant to our proposal of Albert Simmons Associates dated 
December 2, and 12, 1950. 
BurEAU OF Suipes, UNITED STATES NAVY DEPARTMENT, 
Washington, D.C. 
(Attention of Commander P. J. Simmons.) 

GENTLEMEN: Attached herewith you will find letter from Messrs. Knight, 
joland & Riordan, attorneys at law, outlining the terms of the proposed lease 
to Radair Industrial Products, Ine. In forwarding this proposal I desire to add 
some comments as a result'of the meeting which I had with you in Washington 
on February 20. 

While you suggested at this meeting that we should make the rental a flat 
price, for many reasons this is neither feasible nor would it result in a fair 
compensation to the Government for the use of this yard. Obviously, as no 
assurance can be given of Government work, the rental would have to be so 
low as to make it purely nominal. In the final analysis the rental will have to 
come out of the actual work performed in the yard. If the yard is actually 
working then the lessee can afford to pay a fair rental for the facilities to the 
Government. Accordingly a percentage of the gross receipts received by the 
lessee from such work is fair both to the lessee and to the Government and in 
the long run the Government will benefit most from this plan. 

If the business terms of this proposal are satisfactory to you, then any legal 
points can be handled by you directly with Messrs. Knight, Boland & Riordan. 

Respectfully yours, 
ALBERT SIMMONS, 
ALBERT SIMMONS ASSOCIATES. 


Knient, BoLAND & RIORDAN, 
San Francisco, February 26, 1951. 
Re Lease of Shipyard on Clement Avenue, Alameda, Calif., known as General 
Engineering yard pursuant to proposal of Albert Simmons Associates dated 
December 2 and 12, 1950. 
BUREAU OF SHIPS, UNITED STATES NAVY DEPARTMENT, 
Washington, D.C, 
(Attention of Commander P. J. Simmons.) 
GENTLEMEN: On behalf of our client, Radair Industrial Products, Ine., a 
California corporation, hereinafter called lessee, acting under the above proposal 
we submit hereinbelow the proposed terms of the lease of the above shipyard. 
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ECONOMIC BASIS OF THIS PROPOSAL 


It must be recognized by all parties that the operation of this yard solely as a 
shipyard without Government contracts for the repair, conversion, or construc- 
tion of Government ships is not economically possible because there is not suffi- 
cient private work to keep already existing shipyards in the San Francisco Bay 
area busy even on a one-shift basis. In fact, such of these yards as are now 
open are working almost exclusively on Government ships today. Lessee under- 
stands that no commitment upon the part of lessor that such work will be forth- 
coming can or will be made as a consideration of this lease. It is the expecta- 
tion of lessee that with the increase in the tempo of the defense program these 
facilities will be required for Government ship work. In the meantime lessee 
in effect will be but the custodian of this yard for the benefit of the Government. 
While it is willing to absorb the rent and insurance hereinafter mentioned, lessee 
feels that the Government should absorb the stand-by maintenance of the yard 
specifically including guards and watchmen, maintenance mechanics, and 
stand-by public utility charges until such time as the yard is self-supporting. 
During this interval lessee will endeavor to build up the income of the yard by 
pursuing the following activities: 

1. Sublease to or operation on a joint basis with an established machine-shop 
operator who is in the shipyard field but who also has other private or Govern- 
ment machine-shop work so that the main machine shop upon the leased premises 
will when the time comes be fully equipped to handle the machine work required 
in operating the shipyard on Government work. 

2. Sublease to or joint operation with a contractor upon other types of Govern- 
ment work. 

3. Use by Lessee of such part of the premises not needed in ship work for any 
other type of Government work. 

4. Use of any part of the ship repair, conversion or construction facilities in 
the execution or performance of private and Government contracts for the re- 
pair, conversion or construction of ships and other floating craft jointly by Les- 
see and any other shipyard operator. 


TERM OF LEASE 


Five years, with option to Lessee to renew for successive five-year periods upon 
the same terms. 
RENT 


$1,250 per month payable monthly in advance with the exception that the rent 
for the first six months amounting to $7,500.00 shall be paid in advance upon 
the signing of the lease; plus— 

(1) the following percentages of all sums received from the Government for 
ship work performed under Government contracts payable when received by 
Lessee, to wit: 

(a) Two percent of gross proceeds received up to $3,000,000; plus 

(b) One percent of gross proceeds over $3,000,000 and up to $5,000,000; 
plus 

(c) One-half of one percent of gross proceeds above $5,000,000. 

(2) Whenever Lessee shall make a direct charge or receive express compensa- 
tion for dockage or wharfage of ships berthed alongside any of the piers, docks, 
marine railways and the drydock Lessee snall also pay to Lessor not later than 
the 10th day of the following month from all sums received by Lessee during the 
preceding month for such direct charges or express compensation the following 
amounts: 

(a) for ships berthed in the drydock thirty percent of the daily charge 
made for use of the drydock; 
(>) for ships berthed in the marine railways thirty percent of the daily 
charge made for use of said marine railways; 
(c) for ships docked along any of the following piers the following rates 
per foot per day: 
Pier A excluding the drydock: $0.19 per foot per day 
Pier 1 excluding the drydock: $0.037 per foot per day 
Pier 2 excluding the drydock: $0.01 per foot per day 
Pier 8 excluding the drydock: $0.035 per foot per day 
Vier 4 excluding the drydock: $0.025 per foot per day 
Pier 5 excluding the drydock: $0.045 per foot per day 
Pier 6 excluding the drydock: $0.05 per foot per day 
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(3) Insurance: Lessee at its own expense shall maintain insurance in the 
amount of $1,000,000 written under a usual fire and extended coverage perils 
insurance policy including coinsurance and pro rata distribution clause. 


USE AND SUBLEASE OF PREMISES 


Lessee shall have the right to use or sublease the said premises or any part 
thereof as follows: 

1. Sublease to or operation on a joint basis with an established machine-shop 
operator who is in the shipyard field but who also has other private or Govern- 
ment machine-shop work so that the main machine shop upon the leased prem- 
ises will when the time comes be fully equipped to handle the machine work 
required in operating the shipyard on Government work. 

2. Sublease to or joint operation with a contractor upon other types of Gov- 
ernment work. 

3. Use by Lessee of such part of the premises not needed in ship work for any 
other type of Government work, 

4. Use of any part of the ship repair, conversion, or construction facilities in 
the execution or performance of private and Government contracts for the repair, 
conversion, or construction of ships and other floating craft jointly by Lessee 
and any other shipyard operator. 

5. For the docking, berthing, repair, conversion, and construction of ships and 
other floating craft or any component part thereof. 


CARE AND PRESERVATION OF PREMISES 


A. Maintenance of the buildings and other physical structures, excluding 
machinery and equipment: Lessee shall at all times keep the premises in good 
condition and repair; provided, however, that this obligation shall not require 
Lessee to rebuild any part of the premises which may be destroyed by fire, con- 
flagration, riot, a public enemy, act of God, war, cr other calamity, nor shall 
Lessee be liable for any loss or damage other than such as results from the 
willful misconduct or failure to exercise good faith on the part of the corporate 
officers of Lessee or other representatives of Lessee having supervision or direc- 
tion of the operations of the whole of Lessee’s business conducted on said 
premises; and provided further, that Lessee shall not be obliged to replace or 
rebuild any portion of the decks, piers, Wharves, marine railways, drydoek, or 
the machinery or equipment pertaining thereto located below mean low water, 
nor shall Lessee be obligated to dredge or otherwise remove the land, silt, rock 
or gravel alongside any of said structures, nor shall Lessee be cbligated to 
replace any structure, machinery or equipment worn ont in the operation of 
suid yard in the uses permitted under this lease. 

Bb. Maintenance in operating condition of machinery, equipment and dry- 
dock : Lessee shall keep all machinery, equipment, and the drydock in its present 
operating condition subject to the limitations set forth in subsection A above. 

(. Lessee shail continue stand-by public utility connections of gas, electricity, 
and water. 

ID. Watchmen and guards: Lessee shall at all times maintain at least one 
man continuously guarding said vard on a 24-hour basis. 

During any calendar month's operation by Lessee under this lease when the 
gross receipts actually received by Lessee from operations conducted in said 
yard, whether directly by Lessee or any subtenant, subcontractor or joint eon- 
tractor, shall fall below the sum of $175,000 per month, Lessor upon receipt at 
its San Francisco, California, office of written certification under oath to this 
effect stating the actual gross receipts for such month executed by the secretary 
or treasurer of Lessee, shall reimburse Lessee for the actual cost to Lessee in- 
curred by Lessee under subsections A, B, C, and D of this paragraph as set forth 
in said certificate not later than ten days from and after presentation by Lessee 
of such certificate. Lessor at all times shall be entitled to inspect the books of 
account and other records of Lessee to verify such certificates made by Lessee, 
but the payments to Lessee thereunder shall not be withheld pending such ex- 
amination, If any dispute should arise between Lesser and Lessee as to any 
item charged to Lessor under this paragraph Lessor shall pay to Lessee all 
charges not in dispute, leaving any disputed items to future adjustment. 

If the foregoing terms meet with your approval please forward draft of pro- 
posed lease containing the above provisions. 

Very truly yours, 
KNIGHT, Botanp & Riorpan, 
By J. W. Rani. 
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Commander Simmons (reading) : 

Re: Lease of shipyard on Clement Avenue, Alameda, Calif., known as General 
Engineering yard pursuant to our proposal of Albert Simmons Associates 
dated December 2, 1950, and December 12, 1950. 

BuREAU OF SHIPS, UNITED STATES NAVY DEPARTMENT, 

Washington, D.C. 
(Attention of Commander P. J. Simmons.) 

GENTLEMEN: Attached herewith you will find letter from Messrs. Knight, 
Boland & Riordan, attorneys at law, outlining the terms of the proposed lease 
to Radair Industrial Products, Ine. 

Mr. Courtney. What was your first acquaintance with Radair In- 
dustrial Products, Ine. / ; 

Commander Simmons. That was our first acquaintance [reading] : 

In forwarding this proposal I desire to add some comments as a result of the 
meeting which I had with you in Washington on February 20. 

Mr. Courtney. Who were present at that meeting ¢ 

Commander Srumons. I believe that is the same meeting—— 

Mr. Courtney. That is the Peacock meeting / 

Commander Simmons. Yes, that is the Peacock meeting. 

Mr. Courrney. Mr. Turnbull says, for the record, that he thinks the 
gentleman mistook the date. 

Commander Simmons (reading) : 

While you suggested at this meeting that we should make the rental a flat 
price, for many reasons this is neither feasible nor would it result in a fair 
compensation to the Government for the use of this yard. Obviously, as no 
assurance can be given of Government work, the rental would have to be so low 
as to make it purely nominal. In the final analysis the rental will have to come 
out of the actual work performed in the yard. If the yard is actually working 
then the lessee can afford to pay a fair rental for the facilities to the Government. 
Accordingly a percentage of the gross receipts received by the lessee from such 
work is fair both to the lessee and to the Government and in the long run the 
Government will benefit most from this plan. 

If the business terms of this proposal are satisfactory to you, then any legal 
points can be handled by you directly with Messrs. Knight, Boland & Riordan. 

Respectfully yours, 
ALBERT SIMMONS, 
Albert Simmons Associates. 

mn . } . 4 

Fhe letter that he sent in was an entirely new proposal, under the 
letterhead of Knight, Boland & Riordan, 444 California Street, San 
Francisco 4, Calif. 

I would like to point out that this indicates that Mr. Dan C. Peacock 
came in as a principal of the Albert Simmons Associates, found out 
What our requirements were, and ascertained in his mind that he could 
not meet those requirements, and went home, and told us that he was 
getting out of the proposition. 

Within a very few days we have a new group, or set, of associates, 
with a new proposal, appearing on the market. It became very difli- 
cult to determine who was Albert Simmons Associates and what was 
their proposal, 

In the interim, between the receipt of Mr. Daniel C. Peacock’s letter 
withdrawing his proposal, which we took as a withdrawal of Albert 
Simmons Associates, and the time of receiving the second proposal 
from the second group, Radair, we had transmitted our recommenda- 
tions on to the Secretary. We felt that at that time it was not propi- 
tious to continuously call all the papers back, get new associates, get 
anew proposal, and evaluate it. 


91551—51—-——_6 
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I think, on the matter of historical facts for the record, that covers 
the situation. 

Mr. Courtney. The letter of February 26, 1951, then, on the sta- 
tionery of Knight, Boland and Riordan, attorneys, of San Francisco, 
was received after the submission had been made to the Secretary # 

Commander Simmons. That is my first recollection. 

Mr. Courrnry. Was this proposal to which I have now made ref- 
erence ever considered and submitted to the committee ? 

Commander Simmons. No, it was not, sir. 

Mr. Courrney. Let us take, then—does that complete the back- 
ground material up to and including the time of the first submission 
to the committee / 

Commander Stmmons. Yes. 

Mr. Courrney. And the first submission to the committee included 
the proposals of Albert Simmons Associates and the—I am sorry. 

Whose proposals were submitted to the committee the first time, 
which were rejected ? 

Commander Stwmons. The first time, the proposals of Albert Sim- 
mons Associates, Todd Shipyard, Plant Bros., and I believe that we 
also included, for the record, the proposals of the other two, AAA 
Machine Shops and the other. 

Admiral Kier. May I raise a question there ? 

Mr. Fisuer. Yes. 

Admiral Kiery. I am not sure, in my mind, that these proposals 
made by these firms were actually submitted to the committee in a 
formal manner. I do believe that Mr. Smart saw them. There may 
be a question about that. 

Mr. Corrrney. Mr. Stein, can you clarify that? 

Mr. Fisuer. All right, Mr. Stein. 

Mr. Srery. The submission to the committee originally requested 
approval of the Plant brothers. After that proposal was questioned 
Mr. Taylor, Assistant Secretary of the Navy, spoke with Mr. Vinson, 
and at that time gave Mr. Vinson a copy of an evaluation by the Chief 
of the Bureau of Ships of all of the proposals, including this last 
proposal by Radair Industrial Products, Inc. 

Mr. Courtney. So are we to understand now that the committee 
had before it, when it rejected the original proposal of Plant, all of 
the submissions, including the one of February 23, 1951; is that 
right ? 

Mr. Stein. No, sir; when the committee first rejected the proposal 
of Plant we did not have all the evaluations of the other proposals. 
When Mr. Taylor was requested to reconsider that action he then 
tendered to Mr. Vinson all the information that was before the com- 
mittee at that time. 

Mr. Courtney. So the committee did have that knowledge at the 
time of reconsideration ? 

Mr. Stern. Yes. 

Mr. Courtney. And the committee, then, has passed on everything 
else to and including the letter of February 26, 1951; right? 

Mr. Stern. Correct. 

Mr. Courtney. Will you proceed, Commander. 

We have a new proposal to which these two or three bids or pro- 
posals are responsive ? 
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Mr. Anperson. Counsel, do I understand that we are proceeding 
with the second set of proposals after the committee recommended 
rejection of the original Plant Bros. proposal? 

Mr. Courtney. That is correct. 

Everything now is directed to the new advertisement and the pro- 
posals which are now up for consideration by the committee. 

Do you understand that, Commander? 

Commander Stmmons. I do now; yes, sir. 

(Discussion off the record.) 

Mr. peGrarrenriep. If you had, Commander, predicated your pro- 
posal on the basis of Government work the Navy itself would have 
had to speculate on how much work it needed at some future time, 
and also if the work wasn’t done properly, if you had made an agree- 
ment, you would have to continue letting them repair ships, whether 
it was being done properly or not; is that correct ? 

Commander Smmons. That is correct. <All of our present ship 
repair work at the present time is strictly on a competitive basis, and 
will continue to be so for the foreseeable future. 

Mr. Fisuer. The various yards bid on the particular jobs; is that 
the way it is handled? 

Commander Simmons. Yes, within the area. 

Mr. Cunntnenam. There would be no guaranty to the successful 
bidder that his company would get the work unless he got it on the 
open market ? 

Commander Stmmons. That is correct, sir. 

™” 2 + 

Mr. Courtney. You spoke of a master ship contract, Commander, 
which I presume is the same as qualifying a person to perform com- 
petitive work; is that right? 

Commander Sraaons. I would like to have Mr. Stein go into that. 
That is a little out of the realm of my business. 

Mr. Covrrney. Do any of the bidders predicate any of their pro- 
posals on obtaining a master ship contract ? 

Commander Simons. Not as such, but to predicate it upon Gov- 
ernment work. I would like to read into the record a letter of June 
14, 1951, addressed to the Hon. Dan Kimball, Under Secretary of 
United States Navy, Washington, D.C. | Reading: | 
Re: Lease of General Engineering yard, Clement Avenue and Schiller Street, 

Alameda, Calif. 

Dear Str: AS we understand the situation there is now nothing pending 
before the Secretary of the Navy respecting a lease of this vard. It occurred 
to us that we should therefore lay before you a definite proposal for the lease 
of this yard which will exceed any offer heretofore made by anyone and which 
everyone will have to admit is to the best advantage of the Government. We 
definitely desire it to be understood that our offer is not to be used to attempt 
to obtain a higher offer from other parties who have not seen fit in the first 
instance to make such an advantageous offer. 

We hereby offer to lease this yard for a period of 5 years with options of 
renewal if the Secretary determines that such will promote the national defense 
or will be in the public interest and with right of first refusal in the event of 
sale upon the following rental: 

(1) A minimum annual rental of $20,000, plus 

(2) The 2 percent of all sums received from the Government or any agency 
thereof for ship work performed for its account, plus 

(3) Thirty percent of all compensation received by lessee as and from direct 
charges for dockage and wharfage of ships berthed in or alongside any of the 
piers, docks, marine railways, and the drydock. 
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We make no reference to other terms of such a lease since during our last 
negotiations upon this subject the only point of discussion was the amount of 
rent. These other terms can be arranged by our respective legal counsel. 

May we point out that under this offer the Department will receive $20,000 
additional upon each million dollars of work performed so that the rent re- 
ceived for the first $1,000,000 of volume will be $40,000. Since it has been esti- 
mated that an annual volume of $3,000,000 would be necessary just to break 
even on the carrying charges of this yard including the minimum rent, the 
annual rent would be $80.,000—a figure which would represent a reasonable 
return upon the investment which the Government has in this yard. 

Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALBERT SIMMONS. 

Mr. Courrney. Was that letter written to you in response to an 
invitation to bid, or proposal ? 

Commander Simmons. No, sir: it was not. 

Mr. Courrnery. It followed the closing of discussions in February, 
and prior to the issuance of the proposal which we are now consider- 
ing, this letter of June 14? 

Commander Srumons. Yes, that is right. 

Mr. Fisner. Let us be sure that is understood. 

On June 14 there were no requests which had been given out, or 
requests for new bids; is that correct ? 

Mr. Courrney. On June 14, 1951, the date of this letter, there were 
no invitations or proposals issued to the bidders. 

Commander Simmons, That is my recollection.. T would like to 
check that date. 

Mr. Turnsutn. The date of the advertisement was the last week of 
June and the first 2 weeks of July; three consecutive weeks. 

Mr. Courrney. June 14 was prior to that publication. 

Mr. Anperson. Would it be your understanding, Commander, that 
this letter, dated June 14, was a desire, or an attempt, on the part 
of the Simmons people, to negotiate with the Navy Department for 
the lease of the yard in the absence of any proposal ? 

Commander Simmons. That was my understanding. 

Mr. Fisurer. But it was not in response to an invitation to bid? 

Commander Stmmons. No, sir. 

Mr. Fister. It was simply a voluntary communication from Al- 
bert Simmons Associates to the Under Secretary ? 

Commander Srrmons. Yes. 

Mr, Cunnincuam. Wherein is it material to the issue before us? 

Commander Simmons. This is material in the estimate of the rental 
that would accrue to the Government as estimated in this letter at 
that time. 

Mr. Cunnincuam. Subsequent to that Simmons and company, in 
response to your advertisement, submitted another bid 4 

Commander Stmmons. Correct, sir. 

Mr. Cunninouam. Then that is out, that has no meaning at all 
to the issue before us, as I see it. 

Commander Stumons. It is true that the new bid superseded this 


letter. 
Mr. Fisuer. Proceed with the next matter. 
Mr. Courrnery. Probably the only relevancy is that the terms are 


the same as in the new bid. ' 
Mr. CunninGuam. I think our issues start with the bid by both 
companies following the publication of the request. 
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Mr. Courtney. That is right. 

Let us consider, then, the proposals that are now pending before 
the committee, and your evaluation of them, Commander. The last 
publication date was the second week in July / 

Mr. Turneuty. Yes. The second week in July. 

Mr. Courrnry. What proposals do you have pending and do you 
desire to submit to the committee, Commander ? 

Commander Simmons. The proposals that we have pending, result- 
ing from our second advertising for lease of this facility, are from 
Plant Bros. Drydock Co., Albert Simmons Associates, and Todd Ship- 
yard Corp. 

Although it has been read into the record, I think it might be pro- 
pitious to reread the evaluation and recommendation which I made 
to the contracting officer for the Bureau of Ships. 

Mr. Fisrer. Proceed. 

Commander Stumons (reading) : 


From: Code 760. 

To: Code 700. 

Subject: Proposals to lease Naval Industrial Reserve Shipyard, Alameda (for- 
merly General Engineering & Dry Dock Co.) 

Encl.: (1) Tabular comparison of proposals. 


Mr. Courrney. That is exhibit 10. 
Commander Simmons, Paragraph 2 [reading] : 


The Todd proposal, reference (d), is not acceptable in regard to the insurance 
provision as Todd proposes to insure only against the same risks it insures its 
own facilities, and proposes that the cost of the insurance be deducted from 
the proposed rentals. 

As is obvious there, it affects the money, Government money, with 
which to pay the premiums on such insurance. 

Paragraph 3: 

Todd also requires in its proposal that the drydock basin be dredged and the 
drydock be placed in “safe operating condition” at Government expense prior 
to the commencement of the lease, and that the marine railway be either placed 
in “safe operating condition” at the Government expense or that during the 
term of the lease the maintenance of the Marine railway be at Government 
expense. ‘This requirement on the part ef Todd is not Considered to be accept- 
able, 

4. The proposal of Todd Shipyards Corp., moreover, does not comply with 
the request in the advertisement that an offer to lease all of the facilities at a 
fixed amount per annum be made. The Todd proposal cannot, therefore, be 
compared with the other proposals on this basis. 

>. The proposals of Plant Bros. Drydock Co. and of Albert Simmons Associates 
are, except for the rental proposed, substantially the same. 

6. Comparing the rentals proposed by the three companies: 

(a) Ata fixed rate per vear for all: Plant Bros. Drydock Co., $75,000; Albert 
Simmons Associates, $40,000; Todd Shipyards Corp., no bid. 

(b) At fixed price upland, precent for drydock, and rate per foot per day for 
berthing: 

(i) For upland: Plant Bros., Drydock Co., $30,000; Albert Simmons Asso- 
ciates, $20,000; Todd Shipyards Corp., $36,633. 

(ii) For drydocking: Plant Bros. Drydock Co., 49 percent; Albert Simmons 
Associates, 50 percent: Todd Shipyards Corp., 40 percent. 

(iii) Berthing expressed in cents per foot per day: Plant Bros. Drydock Co. 
varies from 1.5 cents to 5 cents; Albert Simmons Associates, 30 percent of 
direct charges made; Todd Shipyards Corp., pier A, 17.6 cents; pier 1, 7 
cents; other piers, 5 cents. 

(It should be noted that, in the case of Todd, the cost of insurance is deductible 
from the amount of rent to be paid.) 
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Mr. Courrney. In your opinion, that eliminates Todd for this type 
of proposal ? 

Commander Simmons. That was, I think, the factor that overthrew 
the balance, threw the balance away from them [reading]: 


= 


7. The assistant industrial manager, San Francisco, estimates the annual 
return to the Government under normal operating conditions for these three 
proposals to be: Plant Bros. Drydock Co., $80,000; Albert Simmons Associates, 
$50,000; Todd Shipyards Corp., $36,000. 

8. Todd Shipyards Corp. is operating another large ship-repair yard, provided 
under Bureau of Ships Contract NObs—76, in the same areas as this yard and 
the award of a lease of the subject yard to Todd Shipyards Corp. would not, 
in all probability, place this yard in full operation as it would probably be 
used for the overflow from the other yard operated by Todd under a lease from 
Matson-United Properties, Inc. 

9. Albert Simmons Associates, so far as is known by code 760, is not engaged 
in the ship-repair or shipbuilding industry. Albert Simmons Associates proposal 
is accompanied by a letter from Radair Industrial Products, Inc., stating that 
Messrs. Simmons, Parrott, and Radil “will supply or cause to be supplied what- 
ever capital is needed.” It is not clear from the letter of Albert Simmons 
Associates and the letter of Radair Industrial Products, Inc., that the proposal 
is made by a principal, or by the agent of a disclosed principal. 

Mr. Courrney. Is Mr. Parrott otherwise identified by first name, 
Commander ¢ 

Commander Stuuons. I don’t know. 

Mr. Anprrson, He is in Monday’s record. 

Commander Smmons (reading) : 

10. Plant Bros. Drydock Co. is a California corporation. From earlier cor- 
respondence in connection with the lease of this property, the Bureau of Ships 
was satisfied that Plant Bros. had sufficient experience in ship repair and ship- 
building and in allied industries. Also, it appears that this company has avaul- 
able sufficient capital, although it is a relatively small, independent organiza- 
tion. After consideration of all factors, it. is believed that this company is a 
desirable tenant for this property and that this company’s proposal is the most 
favorable one received. 

11. Both Plant Bros. and Albert Simmons made improvements in their bids 
as shown in column 13 of the evaluation sheet. 

That means that as a result of readvertising, at the request of the 
committee, there were some improvements accruing to the Govern- 
ment. 

Mr. Courtney. That isin column 15 of the sheet the committee has? 

Commander Stumons. Yes. 

Mr. Courrnry. That is exhibit 10. That shows the increase in the 
offerings from the two previous bidders. 

Commander Stmmons. That is correct [reading]: 

Todd's bid is substantially the same. 

12. Based on the above, code 760 considers that the proposal of the Plant 
Bros. Co. should be given favorable consideration. 

That, gentlemen, is my recommendation to Admiral Klein, the con- 
tracting oflicer for the Bureau of Ships. 

Mr. Courtney. Now, will you proceed, Commander. 

Are you prepared to give the committee the basis of the evaluation 
of the bids? 

Commander Stmmons. Yes, sir. 

Mr. Cunnincuam. I notice on exhibit 10, which is your evaluation 
of the two bids, Plant Bros., on the alternative, first, of the $73,000 
per year, for upland; $80,000 per year, drydock charges; 40 percent, 
and then others, so much per foot per day, I see at the bottom, “Esti- 
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mate, $80,000 per year.” That $80,000 and $30,000, then, would give 
$120,000 2 

Commander Srumons. No, sir; that is a total of $80,000. 

Mr. Cunnincuam. Those are under the same proposal. This is 
under the other. The flat rental is $73,000. I am eliminating that. 

Commander Simmons. Right. 

Mr. Cunnincuam. Now, you have upland, $30,000; you have below, 
estimate, $80,000 per year. Does that include the $30,000, or is it in 
addition / 

Commander Stumons. It includes the $30,000, 

Mr. CUNNINGHAM. The estimate on the eel is is $50,000, and 
that includes the $20,000, then / 

Commander SimMons. That is correct. 

Mr. Cunninouam. All might. 

In the estimate on Simmons, you eliminate completely, I take it, 
from the exhibit the X on here 

Mr. Anxprerson. I put that X there. 

Mr. Cunnineuam. Did you include the possibility of the 2 percent 
of Government contracts / 

Commander Stmmons. Yes, sir. 

Mr. Cunnineuam. That is included in arriving at your $50,000 per 
year estimate / 

Commander Simons. Yes, sir. 

Mr. Cunnineuam. Then that leaves on your estimate your evalua- 
tion, the Plant Bros. bid, $30,000 per year, more than the Simmons 
bid? 

Commander Simmons. That is correct, sir. 

Mr. Cunninoitam. Now, was that estimate, evaluation, made on a 
certain minimum of business that might be done / 

Commander Simmons. In the ease of Albert Simmons Associates: 
yes, sir: and also in the case of Plant Bros. 

Mr. Cunntneuam. It should be both 4 

Commander Simmons. It was. 

Mr. CunnineuamM. Have you made any evaluation as to what 
changes would take place in these two proposals, in the different man- 
ner in which the proposals were made, in the event the business done 
would be greatly in excess of the amount you conte mplated ¢ 

Commander Simmons. No, I can’t say ‘direc tly that it has 

Mr. Cunnineuam. It seems to me both bids were made more or 
less on a speculative basis as to future business. 

Commander Simmons. I don’t consider, sir, that both of them were 
entirely made that way. 

Mr. Cunninenam. Don’t you feel that both of them were betting 
that they would get a certain amount of business, both Govern- 
ment and otherwise / 

Commander Simmons. I do consider that normal calculated busi- 
ness risk was being taken, but I think two different degrees here. 

Mr. Cunnitneuam. One other question: This was in the nature of 
a public letting by advertisement. What is the rule of the Navy, if 
you advertise for bids, and bids are made, and they do not conform 
with the advertisement, or later one of the bidders comes in with an 
alternate proposal? Isn’t it your rule that you either reject alternate 
and subsequent proposals, throw the whole thing out and readvertise ? 

Commander Stmmons. Yes. 
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Mr. Cunninouam. As I understand the lowest or the highest bidder 
is legally bound to get the bid, and if he doesn’t get it he is not per- 
mitted to come in with something additional after he learns the terms 
of his competitors ? 

Commander Stumons. That is correct, sir. 

Mr. CunninGuam. And if you do give consideration to it, the only 
fair way is to throw the whole thing over to any company that might 
want to bid; otherwise, it is like a bidder getting to see the sealed bid 
of a competitor before he files his bid. 

Commander Simmons. That is correct. 

Mr. Cunnincuam. Were steps taken to prevent that here? It 
seems to me that you have been permitting these companies to submit 
alternate bids and take them into consideration without a third 
letting? 

Commander Simmons. Well, in the proposals that we have here, on 
exhibit 10, we are only considering the proposals that were made as 
a result of our second advertising. This does not—— 

Mr. Cunnincuam. Not anything subsequent to that 

Commander Stwmons. Not subsequent to that: no, sir. Nothing 
subsequent to that; no, sir. Nothing subsequent to that is in this at 
the present. time. 

Mr. Sreix. These were not forma! competitive bids, Mr. Chairman. 
These bids were not sealed bids. We have not, in the case of leases 
of property, followed that formal procedure. We have requested 
proposals looking toward negotiation. What we have tried to do is 
to avoid anything which would be prejudicial to any other bidder. 
We have not regarded these are formal, sealed bids, and have not been 
bound by the usual rules which would apply in the case of procure- 
ment, under the formal advertising system. 

Mr. CunNtNGuAmM. But aren't you supposed to, when you advertise ? 

Mr. Srem. This is not advertising, sir, in the formal advertising 
sense which we know in procurement. We simply advertise to notify 
the world at large of the availability. 

Mr. CUNNINGHAM. In other words, you did not advertise for sealed 
bids ¢ 

Mr. Srere. That is correct. 

Admiral Kier. Mr. Stein’s summarization of the situation 1s aceu- 
rate, but we do not, at any time, desire to give any one of the people 
making proposals an advantage by letting them see or know what 
the other proposals have been, and then trying to better it. and so forth. 
We keep it confidential; it is our intention to keep confidential the 
proposals made by the other proposers. 

Mr. Fister. You do reserve the right, in your practice, to negotiate 
with any of the bidders regarding the details of their offer, or devia- 
tions from it, that might be considered to the interest of the Govern- 
ment ? 

Admiral Kier. That is correct, sir, and we may even tell one of 
the people, or the enterprisers, or all of them, that we have a superior 
offer, do they wish to improve their offer. 

Mr. Fisuer. Very well. 

Mr. Courtney. Was that done in this instance, Admiral ? 

Admiral Kier. That was not done, so far as IT know, in this in- 
stance, because of the preceding history of negotiations that we had 
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with these individuals, who were the same individuals that had 
entered proposals on the first advertising. 

Mr. Courtney. There has been testimony here, Admiral, and Mr. 
Simmons was advised by you that his proposal was the lowest, or 
lower. Would you consider that to be an invitation or a suggestion 
to Simmons Associates that they were to better their offer, if they 
chose ¢ 

Admiral Krier. I did not intend it as such. Mr. Simmons was 
in my office; he made statements that his proposal was the best; that 
he was remaining in Washington until the matter had been settled, 
at some expense to himself, and I thought it fair to tell him that we 
did not consider him the best offer. 

Mr. Havenner. Mr. Chairman. 

Mr. Fister. Mr. Havenner. 

Mr. Havenner. As a layman, I would like to ask this question: Is 
each of the bidders here, Mr. Chairman, under consideration, a legal 
entity / 

What I have in mind is this: In recent years the term “John Doe 
& Associates” has made its appearance in the business life of Cali- 
fornia, and I suppose in other States. I have wondered whether 
such a grouping of individuals for the purpose of transacting busi- 
ness necessitates registering with the secretary of state, for instance, 
or with some other appropriate State or Federal official, as a corpora- 
tion is required to do? 

Can anybody answer that question ? 

T have in mind whether the Government is justified in dealing with 
such a group of individuals. 

Mr. Cunntncuam. Was this bid submitted in the name of a cor- 
poration ¢ 

Mr. Fisuer. I think in this instance some of them were corporate 
entities, were they not ? 

Mr. Courtney. I think it is admitted—Mr. Caviness, it is admitted, 
I think, that this is only an association; is that right ¢ 

Mr. Caviness. It is an unincorporated business association, in my 
understanding of the general use of the word “association”; they do 
not have to register; no, sir. 

Mr. Havenner. They do not have to obtain a permit from either 
State or Federal officials to transact business ? 

Mr. CavineEss. In the District of Columbia any business has to ob- 
tain what is called a business license. I presume that they do that. 
That is just giving them a name and their paying $10 and getting a 
sign to put on the wall. But they do not have to go through the 
corporate organization procedures, or even a partnership organiza- 
tion. It is an unincorporated organization which is similar to trad- 
ing as “John Doe.” I mean, it is trading, actually. 

Mr. peGrRAFFEeNRIED. Wasn't the Radair Co. a corporation ? 

Mr. Caviness. Radair Industrial Products is a corporation. This 
Simmons group has informed the Navy that they intend to deal with 
these matters, and in future dealings through the corporation. 

Mr. Cunnincuam. Wasn't Mr. Simmons’ testimony to the effect 
that the lease would be entered into with this corporation ¢ 

Mr. Cavrness. That is correct. 

Mr. Havenner. If I understood the earlier testimony correctly, ap- 
parently the personnel of Albert Simmons Associates had varied dur- 
ing these transactions. 
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Mr. Cunnineuam. That is right. 

Mr. Havenner. I was wondering whether they bad a legal right 
to negotiate with the Government. 

Mr. Cunnrvenam. Isn’t it true that Albert Simmons Associates 
were in effect bidding as agent for the Radair Corp.; the lease, if 
secured, would have been entered into with the corporation? 

Mr. Caviness. That was not our understanding. 

Mr. CunnincHam. That is the way I understood the testimony, 
first. 

Mr. Caviness. Our picture of this situation is that Albert Simmons 
Associates made this bid; they are willing to stand behind it, if the 
Navy wants them to t: ake the lease in the name of Albert Simmons 
Associates they would do so, but would prefer that, or they would like 
to take it under the corporate entity. 

Mr. Fisner. Let us proceed with Commander Simmons, 

Commander Simmons. To go ahead with my evaluation of the two 
proposals, from a purely rent al standpoint, because we have ascertain- 
ed, and it is in the record, that all other items are substantially the 
same, it, therefore, all hinges on the rental accruing to the Govern- 
ment. 

Take in the first instance, the Plant Bros., proposal. On the bid 
broken down between upland drydocks and piers, the basic rental 
proposed by Plant Bros. is $30,000 per year. They state that they 
will pay 40 percent of all charges for dry ‘docking. 

We went to some length in determining how much drydocking had 
been in this area over some period of time, to ascertain what the poten- 
tial business was. We took a comparable use of this same drydock in 
the same location for the period of October 1, 1949, to September 30, 
1950, and we found out the gross billing for drydocking was $80,000 
per annum, would be about $80,000 per annum. 

Based upon that, 40 percent of the Plant Bros. bid, your estimate 
of the income for the drydocking would be $32,000. 

On the pier rental we had to estimate he number of days’ usage, 
and it was on the assumption that the above piers will be all that are 
available to the applicant. We estimated the rental per day, based on 
the pier footage times the applicant’s pier footage proposal, and you 
can see it varies from 5 cents to 1.5 cents; we have enumerated the 
percent, (@) and 1 through 6. 

Listing the estimated days’ usage of each pier, pier A is zero. That 
pier is in such poor condition it requires dredging. You could not 
use It as pler space. 

Pier 1, 200 days; pier 2, 200 days; pier 3, 120 days; pier 4, 125 days; 
pier 5,50 days; pier 6, 50 days. 

The estimated daily rental from each of the piers, pier A, zero; 1, 
$43.75; 2, $11.49; 3, $17.18; 4, $25.69 ; 5, $21.56; 6, $1 1.46. Multiplying 
that estimated rental per day for each pier times the estimated number 
of days that the piers are going to have a ship berthed or tied up there, 
we arrive at a total estimated income from the pier of $18,000 based 
upon Plant’s proposal ; that i is, per lineal foot. 

That gives a total of $30,000 for upland facilities, $32,000 for the 
drydock, and $18,000 for the pier rental, $80,000 income accruing to 
the Government. 

Mr. Courtney. Did you use the same basis in evaluating the Albert 
Simmons bid ? 
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Commander Smmons. No, sir; we did not, because his proposal was 
on a different basis. 

Mr. Courtney. Did you use the same estimate as to the total volume 
of work based on the 4-year period ¢ 

Commander Srumons. We based it upon the total volume of Gov- 
ernment work we estimated. That was the proposal. 

Opposite Albert Simmons we have, under the upland facilities, 
$20,000 per year plus 2 percent of Government contracts. We esti- 
mated, to the best of our ability, in the highly competitive San Fran- 
cisco area, and confirmed it, and got the best figures that we could, to 
our best knowledge and belief, that of our assistant industrial man- 
ager, who was on the site out there, and we used a figure of $200,000 
gross billings for use of the upland facilities. 

Mr. Courrnry. Two hundred thousand dollars per year of the 
Government business ? 

Commander Summons. Of Government business: direct billing. 
Based upon that, the total estimated income for upland facilities for 
the Albert Simmons proposal, we have the $20,000 base plus 2 per- 
cent of the 8200,000 gross, or $24,000. 

For the drydock and marine railway we did the same thing as we 
had done in the case of Plant Bros., which was to get the comparable 
figure over a period of October 1, 1949, to September 30, 1950, deter- 
mined that the gross billing based upon that per annum would be 
$80,000. However, Albert Simmons’ proposal was for 30 percent of 
the drydock fees, and therefore the estimated revenue from the dry- 
dock would be $24,000 under the Simmons proposal versus the 832,000 
under the Plant Bros. proposal. 

Mr. Courrney. Then you did use the same factor with respect to 
the drydoek ? 

Commandar Simmons. With respect to the drydock. 

Mr. Courtney. You used the same factor of total business? 

Commander Stumons. On historical basis. 

Mr. Courtney. Between the two? 

Commander Simmons. Yes. 

Mr. Courrnry. That is with respect to the drydock ? 

Commander Simmons. Yes, 

Then, for the first 3 months in the original proposal, for the first 3 
months of business, there was to be no rental accruing to the Gov- 
ernment. 

Mr. Courtney. From whom? 

Commander Stumons. From Albert Simmons. 

Mr. Courtney. Was there from Plant ? 

Commander Simmons. Yes, sir. 

Mr. Courtney. Plant was starting immediately with the lease? 

Commander Stmmons. Yes. 

Mr. Courrney. The first fixed rental, then, of Simmons for the 
first vear would actually be how much in dollars 4 

Commander Stumons. Fifty thousand dollars total. 

Mr. Courrney. Estimated ? 

Commander Stumons. Estimated. To the best of my ability. 

Mr. Courtney. Proceed, Commander. I am sorry to interrupt. 

Commander Srumons. That summarizes it, sir. 

Mr. Courrney. What about the pier rentals, Commander? 
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Commander Suwmons. Oh, I thought I had covered that. 

The pier rental, under the Simmons proposal, the total maximum 
pier footage available was assumed to be 4,006 feet. We estimated that 
the Simmons’ per-foot charge for pier usage would be 10 cents per 
lineal foot per day. Estimated usage of 150 days. We estimated 
that Simmons’ revenue from piers would be $60,000. Based upon 
the 30 percent of rental accruing to the Government for pier use, we 
estimated that the rental accruing would be $18,000. 

Mr. Courrney. So that makes a total, then, of $66,000 as your evalu- 
ation of the Simmons bid, less the reservation of rent for the first 
3 months of the first year? 

Commander Sruons. Yes. 

Mr. Courtney. Which then evaluates that bid as $50,000 for the first 
year rental; is that correct ? 

Commander Siumons. That is correct, sir. 

Mr. Courtney. And that is the $50,000 which is shown on exhibit 
10? 

Commander Stwons. Yes, sir. 

Mr. peGrarrenriep. Even for the balance of the year their proposal 
would still be under your figure ? 

Commander Stumons. It would still be. For subsequent years our 
estimate would be $66,000 against $80,000. 

Mr. Courrney. Commander, I notice in the Simmons proposal, 
which is referred to in the bracket on exhibit 10, that there is a proposal 
there—I may say also there has been testimony by Mr. Simmons that 
it is proposed to utilize the upland facilities for other than ship-repair 


vor——— 
>»? 


Commander Simmons. You are referring to column 3? 

Mr. Courtney. Yes. sir. How do you evaluate that in terms of needs 
of the Government and preservation of this yard, so far as rental is 
concerned ? 

Commander Simmons. Under the proposal, as we are now discussing 
it, that type of work would be included under the $20,000 per annum 
upland rental, and we would receive, under this proposal, no more 
than that. 

Mr. Courrney. Twenty thousand dollars flat rental ? 

Commander Stmmons. Yes. 

Mr. Courrnry. Supposing, as has been suggested here, that, as I 
understand it, from Mr. Simmons’ testimony, that he would go into 
other ship-repair work, such as fabricating metal bodies or anything 
in the way of metalwork or fabrication, what difference would that 
make in the terms of these proposals ? 

Commander Stumons. In rental accruing to the Government, with 
reference to this proposal, it would make no difference to the Gov- 
ernment. 

Mr. Courtney. On the matter of keeping the yard in a stand-by 
condition for availability in the event of an emergency as a going 
shipyard, would that make a difference ? 

Commander Stmmons. You mean with respect to having someone 
in there maintaining, someone running the machinery, having it in 
a better state of readiness? 

Mr. Courtney. You have tools and machinery in place in the up- 
land shops. If they were converted to other manufacturing uses, 
would that, in your opinion, alter your position in evaluating the bids? 
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Commander Simmons. I understand your question now. 

Our standard lease stipulates that there shall be no substantial alter- 
ations to the facilities without prior approval of the Navy Depart- 
ment, and that would preclude any lessee from going in, moving 
machinery around, taking down bulkheads or putting them up, whic h 
we did not approve, on the basis that it would affect the yard for its 
potential mobilization need. 

Mr. Courtney. Then you gave no consideration to that, because 
of the protective clauses in the lease, so far as evaluating the different 
proposals ¢ 

Commander Sons. That is correct. 

Also, on the basis of that, there would be no additional rental accru- 
ing to the Government. 

Mr. Courtney. Now, this probably is not germane at the moment; 
but, in the view of the fact that a proposal was issued and has been 
responded to, we have a letter of September 28, 1951, from Simmons 
Associates, a copy of which was given to Admiral Klein on Monday, 
which makes several changes in their proposal; and one is that the 
2 percent gross would be applicable to all work, as I understand it, 
which would be done in the yard by Simmons Associates, and changes 
the same percentage proposal on receipts from the drydocks, marine 

railways, and so forth, to all work, whether Government or other- 

wise; and, as I understand it, it also proposes now that the charges 
made, whether in piers or docks, for any vessel will be considered 
direct charges, and the percentage of 30 percent will be applicable 
to them—how would you evaluate that modified proposal, comparing 
the two bids, the Plant Bros. proposal as it exists, without any modi- 
fication, and the modified Simmons bid now, so far as the Government 
is concerned dollarwise ? 

Commander Simmons. I have here, which I would like to introduce 
into the record, some papers—there are sufficient copies there—which 
constitute mine and Mr. Turnbull’s evaluation of this new proposal] 
on the part of Albert Simmons Associates; and, as has been noted 
in the figures which were submitted based upon these new basic facts, 
it has been carried out to apply these basic premises to the Plant Bros. 
bid. 

(The evaluation follows :) 


EVALUATION OF PROPOSAL OF SEPTEMBER 28, 1951, By ALBERT SIMMONS ASSOCIATES 


GENERAL 


(a) The standard drydocking rates for ships 1.500 tons and over in the San 
Francisco area is 20 cents per ton per lift day and 18 cents per ton lay day. 

(b) The drydock at the NIRS, Alameda, is the YFD-19 drydock capable of 
docking up to 8,000-ton ships. 

(c) There have been awarded contracts for the average past 3 months ap- 
proximately $700,000 per month of Government ship-repair work. 

(d) The average total billing per ship has been $20,000, 

(e) Standard berthing charges in area (board of harbor commissioners), 
216 cents square foot. 

ASSUMPTION 


That Albert Simmons Associates obtains, in the highly competitive San Fran- 
oe) 


cisco area, T2 ship-repair and/or conversion contracts (6 vessels per month): 
72 times 20,000 equals $1,440,000 gross receipts. 
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That a 200-man payroll will be required to perform work at an average daily 
salary of $14 and will work 20 days per month. 

That material costs average one-third of direct payroll. 

That standard commercial experience shows overhead to be at least 50 per- 
cent of direct labor. 


PROPOSAL 


Albert Simmons Associates proposes to pay the Government in cash rental 
from 10 to 19 percent of gross billings: 10 percent when billing derived, 80 per- 
cent upland, 20 percent water front ; 19 percent when billing derived, 50 percent 
upland, 50 percent waterfront. Analysis based upon $1,440,000 in gross receipts. 


} 








19 percent 10 percent 
Rental eS Dee RS Poe CLL RD SRE ae eel ee eee | $273, 600 | $144, 000 
NN SER EERE ae Ot ES SA AS SE ACC 0 80, 000 | 80, 000 
RES SS RSS RA te SS Te Bh Ret es | 40, 000 | 40, 000 
I RE ee ea Te ae ee Se ee Ye eS pores See 672, 000 672, 000 
DEMS cS xidaias do disciekn we cnet hia CUR ekt wad esi sabia uaweneanaphace- 224, 000 | 224, 000 
Ee SESS pe ae rink See RR TSE ld Ey a eee ee rind Rohit a 336, 000 | 336, 000 


| EER TEN Cee gee 2 eee Me CORON Oe Bee PN ee EET 1, 625, 600 1, 496, 000 
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Evaluation of proposal of A. Simmons Associates, Sept. 28, 1951, proposal 


} ; | 
| Of gross assume Assume | Simmons proposal 
2 per- x) per- 
‘ad ie | eT cent 
Type facility | cent ent Total 
" ‘ | Per- Per- | total more Riles 
Cont Amount | Cont | Amount gross niers ‘ re 
{ | drydocks, renta 
marine 
railways 
Estimated: gross receipts, 
$1,000,000: 
; > sc $500, 00 114. ath " ; 
Upland__..--- g 50 | $500, 000 { as 425, ano {820,000 $150,000 | $20,000 | $190, 000 
Piers ; | 
Drvydocks 50 509, 000 15 75, 000 
Marine railways | —_—— 
Total 5 _.| 1,000, 000 
7 . . = 600, C00 1, 
¢ { OO f we ’ ' O0. OOF 2 ‘ 
Upland Labocds eee 0) 00, 000 \ RS 340,000 20,000 | 120, 000 20, 000 | 160, 000 
Piers - - ew | 
Drydocks. _. ‘ | 40 100, 000 15 60, 000 
Marine railways { } ——___—_—_-— 
Total 1, 000, 000 
; ” ™ 700, 000) 
é ! OO, ( f 1 - Bets > € « 2 
pland tote 70 700, 000 1 as 255,000 f 20,000 | 90,000 | 20,000 | 130,000 
5 | | 
lers | | | 
Drydocks_-- 5 | 30 300, 000 15 15, 000 } 
Marine railways { - 
yt Eee Pe ‘ 1, 000, 000 | 
Te i f 890,000 |) . F , 
Upland... .-<.. 80) 800,000 )°-""§5 170,000 f 20000 | 60,000 | 20,000 | 190, 000 
Piers 
Drydocks. _- ane | 20 200, 000 15 30, 000 
Marine railways | - 
Total 1, 000. 000 
Estimated gross receipts, | 
$3,000,000: } 
3 | - = f 1, 600; 008 11 ani nn 7 : ; 
Upland_.. F 50-1, 500, 000 \ 85 | 1275, 000 J 0,000 450, 000 20, 000 530, 000 
Piers. 
Drydocks | 50 | 1,500,000 15 995, O00 
Marine railways { - 
Total 3, 000, OOF 
: . ’ i! 1,800,000 1... \ p 
Upland 60 | 1,800,000 4°--"35 | 1’ 920,000. f 000 | 360,000 | 20,000 | 440, 000 
Piers. - a | 
Drydocks | 40 | 1, 200,000 15 180, 000 | 
Marine railways | —-- - 
Total 3, 000, 000 
Ins > ‘ , Et 2, 100.000 1» he ; an 
Upland 70 | 2,100,000 |} 85 | "765,000 § 60,000 | 270,000 | 20,000 | 350,000 
eae ee Pees | 
Drydocks | 30 000, 000 | 15 135, 000 } 
Marine railways { —~-—— | | 
Total ed Ceres ; 3, 800, 000 
7 2, 400, 900 / | | ee 
v ors 2, 100, Peer een ee 
Sail ga ap 80 | 2, 400, 000 \ as 510, 000 \ «0, 000 | 180,000 | 20,000 | 260, 000 
a 4 | | | 
Drydocks. ....<-.--- | 20 600, 000 15 90, 000 | 
Marine railWays.-.---. | -— — | 
Sib scbisdenennsd TR ee ae ee 3, 000, 000 | | 
} 


I would like to refer to the curve, the graph, which I have drawn 
here, for the specific reason of showing what rentals would accrue to 
the Government under the various phases of this proposal as we 
understand it and interpret it. It has been proposed—the proposal is 
that there will be varying totals accruing to the Government under 
different weights of utilization of what we call the upland facilities 
and what we call the water-front facilities. The water-front facilities 
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are the marine railway, the drydock, and the piers. We will refer to 
those as water-front facilities. 

It will be noted from the curve, as the utilization of the water-front 
property diminishes, also does the rental accruing to the Government 
diminish, 

What actually happens in this case, and what this whole proposal 
factually says, is that for total gross billings that Albert Simmons 
Associates will pay us a total of within a range of from 10 to 19 percent 
of gross billings. For example, when the gross billings are estimated 
to be a million dollars, at the 50-50 the rental accruing to the Govern- 
ment would be $190,000, which is 19 percent. When they are using 
the upland 80 percent and the water-front facilities 20 percent, it 
would drop down considerably. And in that case he is going to pay 
us $100,000, which is only 10 percent. 

Therefore this whole range in all these figures adds up to one thing, 
that he is proposing to pay to us between 10 and 19 percent of the total 
gross billing. And other than that I think there is no reason for re- 
terring back to these other figures in sheet 3 which I have attached 
hereto. 

On the closing, or the covering memorandum, headed “Evaluation of 
proposal of September 28, 1951, Albert Simmons Associates,” I have 
enumerated some general facts first that perhaps would be germane 
to the situation. One is that the standard drydocking rates for ships 
of 1,500 tons and over in the San Francisco area is 20 cents per ton 
per lift day and 18 cents per ton per lay day. 

The drydock presently located at Alameda is the YFD-19 drydock, 
capable of docking up to 8,000-ton ships. 

There have been awarded contracts for the average past 3 months 
of approximately $700,000 per month of Government ship-repair 
work. That includes the Navy and MSTS work. That is the yard- 
stick of what is divided into Government work going on out there that 
you could put your finger on. 

The average total billing per ship has been $20,000. In other 
words, the average ship total billing for every ship has been—every 
ship that has gone into a repair yard to have work done—the average 
billing has been $20,000 per vessel. 

The standard berthing charges in the area, as promulgated by the 
board of harbor commissioners, is 214 cents a square foot. To evalu- 
ate that type of proposal, which is far different than any type that I 
have ever had occasion to evaluate—it is not the standard type that 
the ordinary, long-experienced man in the industry would make; it 
is of a different nature—therefore, I necessarily had to make assump- 
tions to find out whether so-and-so occurs and what happens as far as 
the Government is concerned. 

One of the basic assumptions that is made, based upon what we 
know of the business that has been out there and what it might be for 
the period of the next year, we have started out with the basic assump- 
tion that Albert Simmons Associates will obtain, in this highly com- 
petitive San Francisco area, 72 ship-repair or ship-conversion con- 
tracts, or he is going to get six ships per month in this yard; that the 
material cost to do the work on these ships is about one-third of the 
direct payroll—that is a fact that has been proven out by long ex- 
perience ; that the standard commercial experience would show that the 
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It isup tothe Navy to demand a sufficient bond. If you did a million 
dollars of gross business at a loss, the Government would still get its 
percentage. I think you are going afield from the final issue, Com- 
mander. 

Commander Simmons. I think there are some legal points in there. 
Tem not a lawyer. But from a practical viewpoint L would hate to 
reconunend that we place an operator er a contractor in one of our 
facilities and within 6 months have him bankrupt: where we would 
get into the matter of receivership and where vour facilities are tied 
lp. you get liens, you get into an awful sort of a situation. 

Mr. Cunnincuam. Your own testimony is up to date that there 
would be just as much likelihood of the Plant Co. going bankrupt as 
Albert Simmons Associates, but I think both of those points are 
inmaterial since you require a performance bond. If you didn’t 
require the bond, it would be your fault. 

Admiral Krier. I would like to point out this one thing, that we 
would receive no rental at the piers and the drydocks unless there was 
business there, that if there is no business taken on there will be no 
rental accruing. 

Mr. Cunninenam. That would apply to both companies equally / 

Admiral Kier. Not equally, sir. One proposes to pay us $30,000 
for the upland, and the other, $20,000 for the upland. 

Mr. Fister. T assume that in negotiation for bids of this character 
you not only require a performance bond but also inquire into the 
financial ability of the respective bidders to perform, aside from the 
performance bond: is that correct ‘ 

Admiral Kreis. We would endeavor to determine that either firm 
would be financially backed : it would be properly backed financially ; 
but again there is no assurance that our facilities will be used. 

Mr. Fisner. Very well. 

As IT understood Mr. Simmons on Monday, he stated that the yard 
would have to gross at least 83,000,000 to make a success of its opera- 
tion. Now, apparently you estimate S1440,000 gross receipts for the 
vard ¢ 

Commander Simvons. Yes: 1 get your point. That is why I plotted 
the curve, to show that they are straight lines, and that any point on 
the curve, regardless of gross business, vou are always faced with 
the same problems because beth your costs and your outgo are the 
same, 

Mr. Cunnrnenam. Do you assume that Plant Bros. could make 
money at $144,000 and that Simmons couldn't unless it did about 
$3,000,000 or more in business / 

Commander Simmons. TF can’t assume for Plant Bros. whether or 
not they will make money. They have made a proposal. Simmons 
has made a proposal. Of the two my estimate shows that Plant Bros. 
has the better proposal. Whether or not, based upon that proposal, 
they will make money, sir. T don’t know. 

Mr. Dorie. In view of the fact that on Monday Mr. Simmons 
volunteered more than once, Mr. Chairman, as I recall, that he would 
furnish a performance bond in any amount required by the Navy up 
toa million dollars, may I ask, do you require a performance bond in 
this kind of a bid? Is that one of the conditions: and. if so. what 
collateral do you require / 
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Commander Simmons. That is right, sir. 

Mr. ppGrarrenriep. And that it is too highly speculative for the 
Navy to accept ¢ 

Commander Summons. Based on the rental accruing to the Govern- 
ment being predicated upon their getting work, and that in that case 
it is too highly speculative, the competition is too keen in the area, 
it is very highly competitive. We have no way of knowing what vol- 
ume of business Simmons Associates would get on a str ictly bid basis. 

Mr. peGrarrenriep, When a man admits he has to have $3 million 
gross income, and when the Navy figures it at il much lesser amount 
than that, there wouldn't be any way that the Navy could reasonably 
accept such a proposition, would there ? 

Commander Simmons. Not without bond to protect it. 

Mr. Courrney. May I make this observation, Mr. Chairman: With 
respect to the bond, regardless of the face amount of the bond, 1 
couldn't exceed, in any event, the obligation of the lessee, in this 
instance, under his lease. The total lability, and the obligations of 
the lease, therefore, would be our only concern here. That would 
be the amount. 

Again, dealing with that as a matter of putting up a bond, and the 
liability of the Government, again, if any part were based on specula- 
tion of course we couldn’t recover under a bond, I would not think, any 
more than the minimum rent. 

Mr. Fisuer. We are grateful to you, Commander, for the informa- 
tion which you have given us, and the analysis which you have pre- 
sented to the committee. I think that pretty well concludes the cov- 
erage of the subject matter. It may be that Mr. Caviness may have 
some comment to make on the developments this morning, briefly. 
We are trying to conclude shortly, since I think all phases of it have 
been pretty well developed in the record. 

Would you like to make some comment, Mr. Caviness, before we 
conclude 4 

Mr. Caviness. I would, Mr. Chairman. 

Mr. Srerx. May I make one observation first ? 

Mr. Fisner. Yes. 

Mr. Srerm. Tp evaluating these proposals we have been more con- 
cerned with the minimum returns to the Government than the maxi- 
mum returns. This being a feast-and-famine industry we have had 
to provide elsewhere for the contingenc v of a great increase of work. 
So one of the provisions of the Plant Bros.’ proposal was that the 
Government reserve the right at any time the Secretary of the Navy 
determines that the rental being made by Plant Bros. conferred an 
undue benefit upon him to renegotiate the rental so that it would 
return a fair amount to the Government. 

Mr. Fismer. All right. Mr. Caviness, if you would like to, briefly, 
comment upon the testimony. 

Mr. Caviyess. I will comment as briefly as possible, Mr. Chairman. 

First, let me say, in answer to Mr. Stein’s last comment, that it 
seems to me that if the Navy had been concerned with a minimum, 
guaranteed minimum, under this proposition, they would have ac- 
cepted the $73,000 flat bid that Plant Bros. made. Then there would 
have been no argument. We couldn't have argued, where we bid 
640,000 and Plant $75,000. We wouldn't be here today if they had 
done that. 
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I assume that if their major concern had been a minimum income 
they would have done that. 

Now, if I may run over my notes briefiy, Commander Simmons 
started with the assumption that the proposal, as outlined in our letter 
of September 28, is a different or changed proposal from the one 
made in July. Our feeling is that it is simply a clarification because 
at the tail end of the bid submitted in July Mr. Simmons and his 
associates Clearly indicated that they were assuming that in the great 
majority of busmess that it would be Government business, and while 
they said Government work, in the conchiding paragraph they com- 
puted it as if they were computing 2 percent on all work. 

Now, the gentlemen who have appeared have testified that these 
were not formal sealed bids, that they were subject to negotiations, 
simply invitations to negotiate. Certainly if the Navy had bothered 
to endeavor to negotiate with the Simmons group, or had even lis- 
tened to their repeated protestations ov efforts to clarity them bid ver- 
bally, if there was any doubt about it, this would be clarified some 
time ago and not on September YS. 

Our feeling is that it was not a completely new proposal, that while 
it may have been confusing, mentioning in one part of the bid Gov- 
ernment percentage, percentage on Government work, and another 
part a percentage on total volume, I can personally see no reason why 
that could not have been cleaved up immediately if it was confusing. 

Much mention has been made here of Mr. Peacock’s activities in 
the early negotiations. I will just go over that quickly by saving that 
Mr. Peacock was a representative of Mr. DeVelbiss. Mr. DeVelbiss 
was at that time one of the associates, at least they he | many conversa- 
tions between the asociates, and he had indicated to Mr. Simmons, 
and other members of the group, that he was going to participate. 
When Mr. Simmons informed the group that he had been invited—I 
believe he was invited to come back to Washington—Mr. DeVelbiss 
Was coming with him, as Mr. Simmons understood it, to help guaran- 
tee the financial backing, and that sort of thing. 

The day that Mr. Simmons and Mr. DeVelbiss were to leave San 
Francisco Mr. DeVelbiss found he could not go, for some reason, so 
he substituted this man Peacock. Mr. Peacock was a former em- 
ployee of Mr. Kaiser's as I understand it, a superintendent of some 
yard or port, or yard, or something, with Henry Kaiser, and he was— 
Mr. Simmons deseribes him as a rather big operator. He had never 
met this man until the night before the day they left for Washington. 

When they entered Commander Simmons’ office, Mr. Simmons takes 
the position—mv client says that Mr. Peacock took over and handled 
all the conversation, that he could hardly get a word in edgewise, and 
was puzzled by the trend of conversation, but didn’t want to make 
any issue of it because he thought it would be even more apparent that 
there was a conflict between the associates. He kept quiet. When he 
returned to California he called someone in the Navy Department— 
he told me who it was, but I don’t remember—and he explained to 
him that he thought Mr. Peacock, on behalf of Mr. DeVelbiss, was try- 
ing to slide under the group and gain some advantage for himself. 

That is, roughly, what Mr. Simmons thought of this Peacock 
episode, 

As I say. Mr. Simmons did tell someone, over the telephone, I 
believe—I don’t think he wrote a letter; I can’t remember exactly, 
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matter for a few weeks ago, a small dinky little sheet-metal-works 
company in Georgetown, it is ina back alley, in a building that is 
about to collapse it is so dilapidated; their whole outfit covers every 
little space. very little more area than this room, but those people, 
their total investment, total capital investment, value of their plant, 
is Soo .000, and they doa OLTOSS ] believe it varies between 10 and 15 


\ 


mnen—they doan annual gross of a quarter of a million dollars. That 
1s Sheet-metal work. 

Of cour Paboo’t keow what the reletive mareins of profits are 
and so forth. but the | omit | ound like to le.ve with the conuuittee 


is that any tremendous plant the size of this organization if they 
gross 83 nvllon—l mean, if a competent. functioning organi- 


eal 9 
gation, cnt gross S8 million, there is just something wrong with the 
management. The plant is there, the contracts are there—I mean, the 


opportunity to fulfill the contracts are there, and the only question is 
whether they can get work. 

Now. much has been said about the small quantity of marine work 
ovailable. [think Mr. Simmons tried to make it clear the other day 
that the Simmons Associates are not intending to rely on marine 
work. They would prefer it because that is their field, they know all 
the people connected with it, they have been in the field, but if they 
can’t get marine work, however. they intend to get heavy fabrication 
work. This plant has—! don’t know how many hundreds of thou- 
sands, or perhaps millions of dollars’ worth of heavy sheet—not sheet 
metal, but heavy metalworking equipment in it. In these days, with 
the smount of rearmament, and so forth, gome on if any enterprising 
organization is any eo0od at all it seems to me they could probably 
pearly fill the capacity of their plant with outside subcontracts. and 
other heavy metal machining work. 

Lastly. if the Navy was really skeptical of the suecess of this 
operation. if they didn’t think there was much work out there, tt 


— 
ertarniy seenis 


c hy to me that they should have accepted the flat S75.000 
hid. It seems te me that the failure to accept that bid must indicate 
that they recognize some probability of a large gross in the plant. 

Thank vou. 

Mr. Fister. Thank vou. 

Mr. Courrsey. Mr. Caviness, may T ask you one question: 

We are evaluating the bids and the proposals. Let us assume that 
there is no business done in the vard under the Simmons’ lease for 
he first veur. What would be the total cash return to the Govern- 
ment under thr proposal 4 

Mr. Caviness. If there is no business done whatever, the return to 
the Government would be $20,000 plus the maintenance and insurance. 

Mr. Courrney. As a matter of fact, you wouldn't pay any rent for 
the first 5 months, under your proposal ? 

Mr. Caviness. I beg your pardon. It would be $20,000 less 5—it 
would be 815.000. 

Mr. Courtney. Let me conclude. T want to get the comparative 
relat ionship of the two. 

That is vour proposal, Supposing you got 2 lease—— 

Mr. Caviness. May I add one other thing to that: It would be 
$15,000 cash payment. Normal maintenance, insurance; plus, as Mr. 
Simmons testified the other day, they are preparing to go in immedi- 
ately to spend a large sum of money rehabilitating—— 


— mercer 
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Mr. Courrnry. Let us take out the element of speculation and see 
what the minimum return to the Government is. All parties are 
required to pay the maintenance and required to keep insurance, so 
at that point we start equal. 

Now, vou take over the plant for the first year, and you do no busi- 
ness. Very conceivable situation. 

Mr. Caviness. Rather doubtful. 

Mr. Courtney. Maybe it is asking you to assume too much. Assume 
you didn’t do any work, how much would you be obligated to pay 
under your bond to the company ? 

Mr. Caviness. The answer is $15,000 in cash. 

Mr. Courrnry. So for the second year would you pay $20,000; for 
a total of 5 years, if you did no work at all, that plant weuld be tied 
up for 875,000; is that right ¢ 

Mr. Cavrness. Yes; if you assume no work. 

Mr. Courrney. So, then, the difference between the two bids, 
assuming that same premise, is what, $30,000, T believe / 

Mr. Caviness. It would be $30,000. 

Mr. Courrney. Under the same conditions it is $30,000 / 

Mr. Caviness. $120,000 for 5 yvears—no, $150,000 for 5 years. 

Mr. Courtney. On that basis. So the difference between the two 
bids is the 2 percent, which is based upon an assumption of the amount 
of work that will be done. 

Mr. Caviness. Well, to that extent it is partially correet but T think 
there is also a variance from the 30 percent of all dock facilities, dock 
work. 

Mr. Courtney. Under the terms of your proposal. as a minimum, if 
you had no dockage, you would have no obligation. 

Mr. Caviness. That is correct. 

Mr. Courtney. I just wanted to get that straight so that we under- 
stand the basis here. 

Mr. Fisurr. You can submit any memorandum yeu desire. Give 
us copies so that we willhave them. Idon‘t think we will have occusion 
to meet again. 

Mr. Courtney. We have one question from Plant Bros.. if we may. 

Mr. Fisner. Yes. 

Mr. Courtney. The sooner your submission is made, Mr. Caviness, 
the better, because the members want to make a decision. 

Mr. Caviness. Would you like me to make a submission the way 
we react to the Navy’s analysis / 

Mr. Fister. That was mentioned a while ago, and if vou desire to 
do it it might be well for you to do so, 

Mr. Caviness. Thank vou. Mr. Chairman. 

(The submission follows :) 

CouTon & CAVINESS, 
Washington, D. C.. October 4, 19517. 
Re: Lease of Navy Yard at Alameda (General Engineering Yard). 
PROCUREMENT SURCOMMITTEF, COMMITTEE ON THE ARMED SERVICES, 
House of Representatives, Washington, D. C. 
(Attention: John J, Courtney, Esq.) 

GENTLEMEN: At the conclusion of the hearing vesterday I asked and was 
granted permission to review the figures presented by the Navy Department and 
to submit a memorandum expressing the views of Albert Simmons Associates 
thereon. I have endeavored to review the Navy's figures with Mr. Simmons. 
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The Navy’s determination to value the Simmons bid as low as humanly possible 
is underlined by testimony given in the concluding minutes of the hearimeg yes 
terday by Admiral Klein. The admiral read certain figures to the subcommittee 
which he described as average payments made by General Engineering & Orydock 
Co., a previous lessee, during the 4-year period 1945-48, If IT understood the 
admiral correctly, one of those figures was $23,400, representing the 2 percent 
of gross annual business in the upland facilities. If my understanding is correct, 
that means that even during the 4-year postwar period, when the shipbuilding 
and repairing industry was in a decided slump, General Engineering did an 
average annual gross of $1,170,000 in the upland facilities. If this Was tite 
gross from the upland facilities only, then the average total gross trom all 
facilities during that 4-year period must have been in the neighborhood of 
$2,000,000. Whether the average annual gross cited by Admiral Klein was from 
al facilities or only the upland facilities, it is difficult to understand why the 
Navy based its computation of the potential rent it would receive from 2 percen 
of gross upon an estimated cross of only 5200,000, particularity since it is apparent 
even to laymen that the prospects for shipbuilding and repairing industry indicate 
a much greater activity during the foreseeable future than in the 4-year period 
covered by Admiral WKlein’s average figures. There is no justification in the 
record for the Navy’s having used such a hyperconservative estimate of antici 
pated annual gross. 

NAVY VIEWS OF SIMMONS ESTIMATES 


(a) The Navy in effect concedes Simmons estimates which show a higher 
rental where annual gross e.ceeds $200,000, 

(b) The Navy's attempt to disparage Simmons bid as too high and therefore 
lending to Joss is nullified by Simmons vuarunties and censh investment, 

In commenting on this portion of the Navy's presentation, we would like to 
observe first that the Navy did not deny the accuracy of the Simmons estimates. 
According to our computations the Simmons bid is superior to the Plant bid at 
any annual gross in excess of about $200,000, (We use the word ‘about because 
the minimum annual gross hevond which the Sitmmons bid is superior to the 
Plant bid depends upon how thet gross is distributed between the upland facili- 
ties and dock facilities. ) 

The Navy has not denied that such would he the resu 
is interpreted as we have endeavored to convince the Nuvy it should be inter- 
preted. Rather, they have taken the position that the Simmons hid is too good. 
The Navy presented to the subcommittee a sheet containing figures desigued 
to show that under the Simmons bid the yard would lose money on a gross bus- 
iness of $1,440,000. We do not disagree with this conclusion, although the fig 
ures presented by the Navy seem to be in error in showing rent. maintenance, 
insurance, and overhead as individual items. It is our understanding that over 
head usually includes rent, maintenance, and insurance, or at least a portion 
ef the three latter items. 

\Vwe do not take issue with the Navy's contention that the Alameda yard 
will be a losing proposition if the operators are capable of earning gross 
receipts of only $1,440,000. We bave repeatedly stated to the subcommittee our 
conviction (which the experience of previous lessees bears out) that, unless 
the vard grosses at least $3,000,000 per anum, the lessee will lose money. We 
helieve Plant Bros, would not show @ prolit on the yard unless they grossed nearly 
$5,000,000 per annum, notwithstanding the fact that they would pay substan- 
tindly less rental. The tuajor element of fixed overhead in counection with this 
yard is not rent but the cost of a minimum supervisory and maintenmnce 
staff, We estimate that the cost of Ininimum supervisory and maintenance per- 
sennel, which maust be maintained regardless of the quantity of business done, 
Will be at least $140,000 per anum. Woen the other elements of fixed overhead 
such as rent and jinsnrance are added, Albert Simmons Associates firmly be 
lieve that a gross business of at least $3,000,000 inust be done before the oper- 


It if the Simmons bid 


utors can hepe te make a predit. 

Aibert Simmons Associates, being fuliy cognizant of the visks involved, and 
being prepared to provide any performance bond. insurance, ete. which the 
Navy may reasonably require, are prepared to assume the obligations of the 
lease, to expend a considerable sum to rehebilitate the vard, and to risk a 
further substantial sum by way of operat.ng capital on the assumption that 
they can gross well over $38,000,000 per annum. This being so, we do net fe 
that the Navy's forecast of a loss at $1,440,000 gross is relevant to the question 
of which of the two bids is the better. We submit that it would be highly uwiusual 


} 
i 
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operate a shipyard. They had repeatedly offered to supply any further informa- 
tion the Navy required. 

Before writing this memorandum we carefully reviewed all of the corres- 
pondence and negotiations which took place prior to the hearing. We listened 
cerefully to the Navy's testimony at the hearing. We have earnestly endeavored 
to comprehend the Navy’s attitude in this matter. We are compelled to admit 
to this subcommittee that we cannot point out any definite cause for the prejudice 
which we think clearly exists. All we can say, after reviewing all the facts and 
listening to the Navy's testimony, is that the Navy has gone to unusual lengths 
in an attempt to support a bid for the Alameda Yard which, on the available 
evidence, is inferior to the Albert Simmons Associates bid. 

May we again express to the subcommittee our appreciation for the thorough 
and completely fair manner in which the hearing has been conducted, 

Respectively submitted. 

Rosert 8S, CavINEss. 

Mr. Courtney. I have two questions, Mr. Chairman. 

Admiral Klein, would you read into the record, for the informa- 
tion of the committee, the business done in the occupation of this 
yard ¢ 

Admiral Krern. This plant was operated by the General Engi- 
neering & Drydock Co. during the period 1945 to 1948, on a lease 
basis, when the business in the yard was not too different from what 
it is now. During that period they made, on the average, for the 
upland facilities, at 2 percent, $23,400 per year; for the drydocks, at 
a rate of 40 percent, the going rate in the area, per ton, they paid, 
on the average, $41,400 per year; and for the pier rentals they paid 
$20,400 per year. Their rental being at a rate of 3.8 cents per lineal 
foot of ships berthed at the piers. 

That question was raised. I thought that maybe it would be of 
interest. 

Mr. Courtney. Thank you. 

Mr. peGraFFenrmep. How much business were they doing then? 
Do you have any records showing that ¢ 

Admiral Kirrn. No, sir; we only know what the company paid into 
the Treasury. 

Mr. peEGRAFFENRIED. So what they were doing—what was the total 
they were paying in? 

Admiral Krier. $85,200. During the period 1945 to 1948. 

Mr. Courtney. Was that the total or annual? 

Admiral Kier. That was the annual. I misspoke. It is the an- 
nual rate, average. 

Mr. Fisner. Mr. Gedney, do you solemnly swear that the testi- 
mony you are about to give before this committee will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Gepney. I do. 

Mr. Fisuer. Mr. Gedney, do you have a statement to make? 

Mr. Gepney. I believe that I can finish everything that I have to say 
in a very few minutes. 

Mr. Courtney. Would you identify yourself for the record, please, 
Mr. Gedney. 

Mr. Gepney. Kenneth H. Gedney, representing Plant Bros. in this 
discussion. I am vice president of J. H. Pomeroy & Co., San Fran- 
cisco, Calif. 

Mr. Courtney. Mr. Gedney, you have been present in the room 
during the course of this testimony. 

I would like to direct your attention to a letter of August 30, 1951, 
on the stationery of Knight, Boland & Riordan, of San Francisco, 

91551—51-—-8 
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sworn to by Mr. Roy L. Butler, in which the statement is made that 
the bid of Plant Bros. was a courtesy bid. What are the facts, so 
far as you know them, and the company you represent in connection 
with this bid? 

Mr. Grepney. The answer is, to answer the main substance of the 
question, as I interpret it, Plant Bros. have made, and are continu- 
ing to make, a very sincere, earnest bid, and we are hopeful that by 
any presentation that we can make to obtain this contract. 

Now, then, regarding a letter that was written to Mr. Simmons, 
and which has been referred to, signed by Mr. Butler, here is a mem- 
orandum that I have received regarding this letter: 

Roy Butler came in here— 
this is from Plant Bros. in California— 

Roy Butler came in here— 

meaning their office— 

for the first time about a month ago, saying that he had been sent here by Mr. 
Waste, of the Beckto Corp. Mr. Butler stated that he was associated with Hiatt & 
Struck Engineering Co., ship repairers, that he had large financial backing, 
was interested in joining in the operation of the Alameda Shipyard, had been 
associated with Albert Simmons, but would like to join forces with a more re- 
liable firm. 

We told him that we were no longer seriously interested in the yard—~— 

Mr. Courrnry. What date was that ? 

Mr. Gepney. This is under date of September 11, my memorandum 
is. 

Mr. Courrney. The 11th of what? 

Mr. Gepney. September 1951 [reading] : 

After Butler left— 
this is the Plant president, the president of the company speaking, 
writing— 
after Butler left I called Bill Waste of the Bechtold Corp., to see who he was. 
Waste said that he could not recall what Butler had done at Marine Ship— 
that is referring to, during the period of the war, operations of the 
Marine Shop— 
nor could he give him any particular recommendation. 

The man presented himself as having come from the Bechtold Corp., 
remember that [reading]: 

Several weeks later Butler came to this office again to say that his firm had 
been low bidder on the U. 8S. S. General Black and that Albert Simmons was 
going to back the job, but had decided not to at the last moment. Butler wanted 
us to help raise the bond which, of course, we declined. 

The job was rebid— 
that is in relation to the letter. 

Mr. Fisurr. Does that conclude your testimony, Mr. Gedney ? 

Mr. Gepney. No, sir. I would like to make a brief summary of one 
or two points that have been brought up. 

Mr. Fisuer. Very well. 

Mr. Gepney. I think, in the history of the information you gentle- 
men have, there is one point which I interpreted, which might not be 
correct, but it was my understanding that this was an advertised pro- 
gram, and like all advertised programs a bid was submitted, and my 
understanding was the bid was submitted as a sealed bid. However, it 
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appears that when the bids arrived it made a very different situation 
for the Navy to appraise, and to be just and fair Admiral Sylvester 
called in the bidders and explained to each the problems involved 
und stated that here, before the Board, they could present any enlight- 
ening information that they might have on their bids, which would 
bring them into a common denominator. That move was necessary, 
but, unfortunately, it opened up what had been a private bidding pro- 
gram for all intents and purposes, at least to a bidding program sub- 
ject to negotiation. By the very nature of the proposals there had 
to be certain contractual negotiations after the award, or the accept- 
ance of the initial bid. That is how we now come to the point where 
Simmons is permitted to come in after the bids and make a protest. 

Now, then, after the summarization took place the Navy did accept 
the Plant Bros. bid, and the Navy submitted it to the Secretary, who 
in turn submitted it to this committee. Then it was that the Plant 
Bros., or Simmons, entered into the picture, by various statements, 
and such information as this 

Mr. Courtney. By “this” you mean the Butler letter that you have 
just read? 

Mr. Gepney. Yes, sir. And that opened up the problem again to 
this committee, who were not fully conversant with the entire situa- 
tion, so that it finally resulted that, to be fair and free from criticism, 
the bids were readvertised. And Plant Bros., once again, have sub- 
mitted, apparently, the best bid, and I am satisfied that it is the best 
bid. 

Now, then, to support the best bid Plant Bros.—they are a small 
operation, so to speak, in the shipbuilding operation but they have a 
going operation, they have been in business, they are in business now. 
Plant Bros., as principals, enjoy, in California, a very high reputation, 
they are accepted in business as being honorable people, and they are 
accepted with their associates in their plant, the salaried and labor 
groups that work with them, they are accepted as being fair. 

I believe they would have no objections to the Plant Bros. par- 
ticipating. 

I have notes, that I will not mention, but I do think that one point 
is important, as to why the Navy did not accept the Plant Bros. bid, 
the Navy did recommend Plant Bros., and the reason we are here is 
because, at this late date, interference has been brought about by the 
Simmons group. 

You talk of the Simmons group, you know or may know; I do not 
know who the group is, but here, the day before they put in a bid some 
man, unknown to Simmons, was in and talked over the proposition. 
How would any responsible group permit that sort of thing? 

My own conclusion is that here is a contract that is up, if we can 
get the contract maybe we can peddle it and get out something. 

We are not interested in that sort of thing, as Plant Bros. have 
emphasized by their bid. 

Mr. Courtney. If I may interrupt, I think the committee was very 
much interested in the question of whether or not this is a firm bid on 
the part of Plant Bros. 

Mr. Gepnry. It is not only a firm bid, it is a bid that is supporting 
by Plant Bros., and such associates as may be required by the Navy, 
and I may say along that line they have submitted to the Navy some 
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very competent and responsible people who are affiliates in one form 
or another, friends and business associates of the Plant Bros. 

I happen to be here representing Plant Bros., and I am not a mem- 
ber of the Plant Bros. organization but I am a member of the Pomeroy 
Corp., who are extremely close associates of the Bechtold Corp., both 
of which are highly reputable, extremely good as to financial position, 
and I wouldn’t be here if we weren't interested in seeing these young 
men move out into a program that they can handle, that they are 
financially capable of taking care of, and for which no one will have 
to offer any apologies. 

Mr. Fisurer. We appreciate your testimony. 

Mr. Fister. Mr. Havenner. 

Mr. Havenner. What business is the firm of Plant Bros. engaged 
in at this time? 

Mr. Gepney. Plant Bros. are engaged at the present time in a ship- 
repair operation which during the } past period has been primarily one 
of handling ships at the dockside, cleaning, and all that sort of thing, 
that ships require, or minor repair ope ‘ations. 

Mr. Fisurer. Are there any further questions / 

If not, the hearing will be concluded, subject to the inclusion of any 
memorandum, or additional data, that any interested party desires to 
submit. 

(Whereupon, at 12:30 p. m., the committee adjourned.) 

(The bid proposal, exhibit No. 7, advises that “proposals by agents 
will be considered only if submitted on behalf of disclosed principals 
and if the agents’ authorization accompanies such proposal.” No 
information was submitted by Albert Simmons Associates on this 
subject, nor was any supplied to the committee by the Navy Depart- 
ment. Since the committee was considering the suitability of the 
Albert Simmons’ proposal, information was elicited by means of the 
following letter ‘which was addressed to all persons claimed by Albert 
Simmons to be identified with his proposal. Their replies are printed 
herewith for the information of the committee. 

(Question No. 4 concerning the net worth of the individual was to 
have been supplied confidentially to the committee. Only one of the 
associates responded to this question: Mr. J. B. Howell, of Atherton, 
Calif., and in conformity with the committee’s request that portion of 
the question which was confidential is deletéd from the printing.) 

(The following matter was submitted for the record :) 


OcToBerR 10, 1951. 


The Procurement Subcommittee of the Committee on Armed Services has re- 
cently held hearings with respect to a proposal of the Navy Department to lease 
the Naval Industrial Reserve Shipyard at Alameda, Calif. (formerly operated by 
General Engineering & Drydock Corp.). 

Testimony was heard from Mr. Albert Simmons, of Albert Simmons Associates, 
461 Market Street, San Francisco, Calif. In his testimony you were named as 
an associate with Mr. Simmons in the proposal Albert Simmons Associates have 
made to the Navy to lease the shipyard. 

The subcommittee was advised that you and the other associates of Mr. Sim- 
mons would provide all of the capital needed to operate the yard during the lease. 

Mr. Simmons estimated that he and his associates would be required to spend 
between $300,000 and $500,000 to put the plant back into operation; and that it 
would require $1,000,000 in operating capital in order to gross the business which 
he considered necessary to make the operation a profitable one at this yard. In 
addition, the lessee is to assume the maintenance cost of the yard, which he es- 
timated at $146,000 per year. 
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The bid proposal contains the following “Proposals by agents will be con- 
sidered only if submitted on behalf of disclosed principal and if the agent’s au- 
thorization accompanies such proposals.” 

In the presentation made to this subcommittee by Albert Simmons Associates 
no such information has been supplied. Therefore, before the subcommittee will 
consider this matter, it is necessary to have from you an answer to the following 
inquiries: 

1. Are you a member of Albert Simmons Associates? 

2. Is Albert Simmons your authorized agent in submitting the proposal of Al- 
bert Simmons Associates to the Navy Department, a partial outline of which 
is contained in this letter? 

3. State what capital stock you agree to purchase in the proposed company and 
the amount of cash to which you obligate yourself, 

4. State for the confidential information of the subcommittee your net worth. 

5. State for the information of the subcommittee your previous business ex- 
perience briefly, emphasizing any experience you have had either as an operator 
or investor in shipyard facilities or machine shops. 

6. Give your banking references, 

These inquiries are addressed to you to relieve you of the necessity of person- 
ally appearing to verify the same; and your signature to this letter will be ac- 
cepted by the subcommittee as a true statement of the facts which you represent. 
Your prompt answer to these inquiries will greatly facilitate the prompt dis- 
patch of Government business. 

You will find enclosed a franked envelope in which a response is to be made, 

You are not to assume that these inquiries constitute any commitment by the 
subcommittee recommending a lease to Albert Simmons Associates or Radair In- 
dustrial Products, Ine. The sole purpose of the inquiry is to obtain the required 
factual information necessary for the subcommittee to consider and act in this 
matter. 

Respectfully, 
JoHN J. CourtTNEY, Special Counsel. 





ATHERTON, CALIF. 
JOHN J. CoURTNEY, Esq., 
Special Counsel, Armed Services Committee. 

Dear Str: This will acknowledge receipt of your letter of October 11, 1951, 

Due to my absence from the city I did not receive same in time to give you 
an immediate reply. 

1. I have been consulted from time to time on problems connected with Albert 
Simmons Associates. 

2. I have agreed to act in a similar capacity in connection with the project 
outlined in your letter. 

3. I have not agreed to subseribe any capital. 

4. Graduate, United States Naval Academy; at one time president, East Bay 
Shipbuilding Co.; at present consulting industrial engineer; vice president, 
Lawrence Warehouse Co.; director, Texas Utilities Co.; vice president, Howell 
Aircraft Engine Service Co. 

* * e a * . * 

6. Canadian Bank of Commerce, San Francisco. 

Yours truly, 
J. B. Hower. 


SAN Francisco, October 15, 1951. 


Subject: Albert Simmons Associates lease of Naval Industrial Shipyard at Ala- 
meda, Calif. (formerly General Engineering and Drydock Co.). 


HOUSE OF REPRESENTATIVES, 
Committee on Armed Services. 
(Attention: Mr. John J. Courtney, special counsel, Procurement Sub- 
committee. ) 
Dear Mr. CourtTNey: This will acknowedge your letter of October 10, 1951, 
requesting answers to several inquiries. 
I am enclosing herewith a copy of a letter dated March 6, 1951, addressed to 
the Bureau of Ships, and written by Mr. Albert Simmons. This ietter explains 
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in detail the corporate structure of Simmons Associates, and provides the answer 
to some of your inquiries. 

I am at the present time engaged in the practice of naval architecture and 
marine engineering in San Francisco. This firm, formerly known as Joslyn & 
Ryan, was organized in 1940, and has successfully completed many designs for 
the construction of new vessels and the reconversion of existing vessels for the 
United States Navy, the United States Army engineers, the Maritime Administra- 
tion, as well as many private yards on the Pacific coast and in the Gulf. We have 
also acted as consulting engineers for the Standard Oil Co. of California, the 
Union Oil Co., the Luckenbach Steamship Co., Inc., Moore-McCormack Lines, and 
others. 

For the present, my relationship with Simmons Associates will be in my pro- 
fessional capacity as naval architect and engineering consultant, and not as ¢ 
stockholder, as pointed out in the enclosed letter referred to above. 

My banking references are the Crocker First National Bank, San Francisco, 
Calif., and the Irving Trust Co. in New York City, N. Y. 

Respectfully, 
MiIcHAEL J. RYAN. 


Marcu 6, 1951. 
Re: Lease of shipyard on Clement Avenue, Alameda, Calif., known as General 
Engineering Yard, pursuant to proposal of Albert Simmons Associates, dated 
December 2, 1950, and December 12, 1950. Code 761. 
Bureau oF Surps, UNITED STaTES NAvy DEPARTMENT, 
Washington, D. C. 
(Attention of Commander P. J. Simmons.) 

GENTLEMEN: Confirming our telephone conversation of yesterday, Radair In- 
dustrial Products, Inc., is the corporate vehicle of Simmons Associates in carry- 
ing out the above lease. It is a corporation of recent creation not engaged in 
business and which will conduct our operations. Its officers at the time of the 
execution of the lease will be: William G. Parrott, president; Albert Simmons, 
vice president; and J. W. Radil, secretary and treasurer. Mr. Parrott is a 
well-known San Francisco capitalist, president of the Parrott Estate Co. and 
vice president of Parrott Investment Co. Mr. Radil is a partner in the law 
firm of Knight, Boland & Riordan, vice president of Parrott Estate Co., vice 
president of the Holbrook Building, and a director of other corporations. These 
three men will represent the business and legal end of the shipyard, will for 
tlie present be its only stockholders, and will supply whatever capital is needed. 
It was precisely because this corporation is unknown to you that payment of 
the rent for 6 months in advance and delivery to you of a policy of insurance 
in the amount of $1,000,000 at the time of signing of the lease were inserted as 
terms of the lease. For that matter, if you desire, we will forward check to 
you immediately for $7,500 as evidence of good faith. 

As to our ability and know-how in operating this yard you are already aware 
that we have lined up an adequate staff, including most of the old General Engi- 
neering personnel. 

We are confident that if our proposal is given careful evaluation it will be 
found in the final analysis to be the best one for the Government, assuming, of 
course, that the Government intends to so increase its ship construction, rehabili- 
tation, and conversion to a point where these facilities will be needed and that 
the Bureau is not just endeavoring to have private capital assume and carry at 
its own expense an idle Government property. 

Awaiting your reply, we are 

Very truly yours, 
ALBERT SIMMONS, 
Albert Simmons Associates. 


OAKLAND, Cauir., October 15, 1951. 
Mr. JoHn J. CourtTNEY. Esq. 
Special Counsel, Committee on Armed Services, 
3814 House Office Building, Washington, D. C. 
DEAR Mr. CourtNEY: I am in receipt of your letter of October 11, 1951, with 
reference to our proposal to lease the Naval Industrial Reserve Shipyard at 





Set SAME Pee 





PROPOSED LEASE OF ALAMEDA INDUSTRIAL SHIPYARD 113 


Alameda, Calif., formerly operated by General Engineering & Drydock Corp. 
The answers to your questions 1 to 6 are as follows: 

1. Yes. 

2. Yes. 

3. I have not agreed to purchase any capital stock in the proposed company 
and do not contemplate doing so at this time. 

4. Secretary-treasurer of the General Engineering & Drydock Corp. (Cali- 
fornia and Delaware corporation) 1934 to 1948; September 1948 to January 
1951 secretary-treasurer and operating manager. During this period the Gen- 
eral Engineering & Drydock Co. was an operating company only and I held 48 
percent of the stock. During the period of 1918 to 1951 I have been closely as- 
sociated with the shipbuilding and repair industry in various capacities, espe- 
cially in business administration. 

5. In view of no investment on my part in the contemplated enterprise, I do 
not believe it necessary that I furnish you with any net worth. 

6. Mr. R. Gruhler, vice president, Bank of America, Oakland, Calif.; Mr. 
EK. A. Smith, vice president, Central Bank, Oakland, Calif. 

With reference to our proposal, please be referred to Radair industrial 
Products, Inc., letter of March 6, 1951, and confirmation of letter to Bureau 
of Ships forwarded with our proposal dated May 11, 1951, signed by Mr. J. W. 
Radil, secretary. 

Trusting that the above information answers your questions satisfactorily, 
I remain, 

Very truly yours, 

Peter P. Mesquita. 


Parrott Estate Co., 
San Francisco, October 15, 1951. 


Re: Lease of General Engineering Yard, Alameda, Calif. 


PROCUREMENT SUBCOMMITTEE, 
Committee on Armed Services, 
House Office Building, Washington, D. C. 
(Attention of Mr. John J. Courtney.) 

GENTLEMEN: In view of the fact that Mr. William G. Parrott is confined to 
his home under doctor’s orders, he has requested me to reply to your letter of 
October 10 as follows: 

“Mr. Parrott’s participation in the project as proposed in March of this year 
was limited to that of an investor in the stock of a corporation which would 
hold the lease which Albert Simmons Associates believed it was about to obtain 
immediately. The activities of the associates long antedated Mr. Parriott’s 
interest in the project. Under the plan it was the duty of the associates to obtain 
the lease on their own responsibility and contribute this lease to the corporate 
enterprise. Hence the associates was and as far as Mr. Parrott is concerned 
now is the principal acting on its own behalf in seeking this lease and could not 
be Mr. Parrott’s agent. 

“It was and is Mr. Parrott’s understanding that he would be only one investor 
among a few others. No agreement has even been made as to the amount of 
-apital stock of the proposed corporation to which Mr. Parrot would subscribe 
and in fact any such agreement would be illegal under California law. It is 
startling to Mr. Parrot to ask him to commit himself to a congressional com- 
mittee to an investment in a specific amount in an enterprise which does not 
even vet exist on paper. 

“As a businessman Mr. Parrott knows that neither he nor any group of busi- 
nessmen can now foresee the capital requirements of this operation. For example, 
from the present picture it seems highly unlikely that the Government will 
embark upon a shipbuilding program other than those ships already contracted 
for. In such case only repair and conversion work would be available and this 
would not require anywhere near the capital which a shipbuilding operation 
would necessitate. 

“As to your request that Mr. Parrott submit a financial statement, this is quite 
foreign to his experience. He has never been requested to do so, has never 
done so, and does not now, after 35 years of business experience, propose to do so. 
However, you may refer to any bank in San Francisco. Referring to Mr. 
Parrott's business experience it has been limited to that of an investor, director, 
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and officer of financial and real estate concerns and he has had no shipyard 
experience.” 
Yours very truly, 
G. CUNIFFE, 
Secretary, William G. Parrott. 





ATHERTON, CALIF., October 17, 1951. 
Mr. JoHN J. COURTNEY, 
Special Counsel, Committee on Armed Services, 
House Office Building, Washington 25, D. C. 


Dear Sir: Your letter of October 10 addressed to Mr. A. A. Morgan has been 
forwarded to me and I am assuming it was intended for me, therefore I shall 
reply. 


I have been identified with steamships, their operations, steamship terminal 
and port operations in the bay area for more than 40 years, having been 
manager of the shipping firm of Swayne & Hoyt, freight traffic manager of the 
Dollar Steamship Lines, traffic manager of the Parr Terminal Co., and manager 
of the port of Redwood City for 7 years during World War IT. 

I have known Mr. Albert Simmons for more than 10 years, and I have at 
various times discussed with him his various proposals, particularly his pro- 
posal to lease the navy shipyard at Alameda. 

{ am not, and have not been financially associated with him in any of his 
ventures and I am not financially interested in his proposal to lease the navy 
shipyard at Alameda. It is my understanding that Mr. Simmons is amply 
financed under his proposal to lease this yard by the Parrott interests (Radair 
Industrial Products, Inc.), and to my knowledge is not asking any additional 
financial help. 

From my understanding of Mr. Simmons’ program for operation of the yards, 
should it be awarded to him, I am confident that he can successfully and profit- 
ably operate the same and that he will have associated with him personnel 
having thorough shipyard experience. 

Yours very truly, 
A. A. MORAN. 





MENLO PARK, Cauir., October 16, 1951. 
JOHN J. CourTNEY, Esq., 
Special Counsel, Committee on Armed Services, 
House Office Building, Washington 25, D. C. 

Dear Sir: In reply to your letter of October 10, 1951, regarding my connec- 
tion with Albert Simmons Associates, please be advised that I have been con- 
sulting with Mr. Simmons for some time and hope to have an active part in the 
operation of the repair yard in Alameda if he should be successful in obtaining 
lease from the Navy. 

I have not been asked to assume any financial obligation and I think you will 
find the prospective financial arrangements clearly outlined in letter of March 
6, 1951, and confirming letter of May 11, 1951, addressed to Bureau of Ships, 
Navy Department, Washington, D. C. 

Your committee no doubt has copies of both of these letters. 

Yours very truly, 
JOHN H. Lorianp. 





SAN FRANCISCO, CALIF., October 19, 1951. 
JOHN J. CourTNEY, 
Committee on Armed Services, 
House Office Building, Washington, D. 0. 

While cognizant of large sums needed to operate general shipyard, immediate 
firm commitment is out of question. But as evidence of confidence that capital 
will be forthcoming as needed and of our financial interest, do hereby guarantee 
first year’s rent of $20,000. 

WILLIAM G. PARROTT. 
J. W. Rap. 


: 
i 
i 
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(Additional letters and memoranda received by the committee in 
connection with this proposal are printed below.) 


DEPARTMENT OF THE Navy, 
BUREAU OF SHIPS, 
Washington, D. C. 
MEMORANDUM 


To: Committee on Armed Services, Special Subcommittee, Procurement, Sub- 
committee Room 304, House Office Building. 

This memorandum is written with respect to the executive session of the 
Special Subcommittee on Procurement in connection with proposals to lease 
the facilities known as the Naval Industrial Reserve Shipyard, Alameda. 

In the final meeting of the subcommittee the chairman, Mr. Fisher, advised 
that interested parties might submit any additional pertinent material by 
memorandum. 

In the outleasing of ship repair facilities, the Bureau of Ships endeavors to 
obtain the optimum return to the Government in the form of maintenance, 
security, and rental and at the same time— 

(a) Not confer a competitive advantage on any lessee of Government 
facilities within any one market. For the information of the committee, 
both Todd Drydock Corp. and Bethlehem Steel Co, have floating drydocks 
and repair piers under lease in the San Francisco Bay area. 

(b) Retain control of floating drydocks so that they can be moved to 
another location to match the impact of ship repair and/or battle damage 
under conditions of war or all-out emergency. 

To accomplish (a) the Bureau has found that piers can best be leased on 
a usage basis and has developed a formula (acquisition cost times 7 percent 
divided by 365 times designed usable footage) for caleulating a footage use 
rental. The Bureau endeavors to keep enterprisers as nearly as possible con- 
sistent within such rates. Leases to Bethlehem and Todd in the San Francisco 
area are on this basis and the proposal made by Plant Bros. closely approximates 
formula results. 

To accomplish (0) drydocks are leased on a usage basis whereby the Govern- 
ment is paid as rental 40 percent of the revenue derived from dockings, with 
the stipulation that the floating drydocks may be removed under emergency con- 
ditions at the will of the Secretary of the Navy. This permits ready removal 
of tloating drydocks without the possibility of settling suits and claims. 

It is for the above reasons that the Bureau of Ships would prefer other things 
being equal to lease the Naval Industrial Reserve Shipyard, Alameda, under 
the usual form of lease rather than on the fixed price basis, it being noted that 
the evaluation of the best proposal indicates a return to the Government of 
$80,000 per annum on the usual basis as against a fixed amount of $75,000 per 
annum. 

As final insurance that the lessee will not derive a windfall from the use of 
yovernment property, Plant Bros. has agreed to accept a provision in the lease 
permitting the Government to renegotiate the rental if at any time it appears 
to the Department to confer an undue benefit upon the lessee. 

G. ©. KLEIN. 


House OF REPRESENTATIVES, 
Washington, D. C., October 4, 1951. 
The CHAIRMAN, ARMED SERVICES COMMITTEE, 
House of Representatives, Washington, D. C. 

DeEAR Sir: I am enclosing copies of telegrams received from Mr. A. F. Mailloux, 
business representative of the San Francisco Building Construction and Trades 
Council, San Francisco, and Mr. Leslie Moore, secretary, District Council of 

?ainters No. 15, 1520 Valdez Street, Oakland, in connection with the Navy’s 
recommendation to lease the Naval Industrial Reserve Yard at Alameda, Calif., 
to the Plant Bros. Co. 
Sincerely yours, 
FRANCK R. HAVENNER, Member of Congress. 
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San Francisco, Cauir., September 29, 1951. 
Franck R. HAvVENNER, 
Congressman, House of Representatives, 
Washington, D.C. 

Understand a special subcommittee of the House Armed Services Committee 
is meeting in executive session 10 a. m. Monday, October 1, 1951, to investigate 
a protest against the Navy recommendation that the Naval Industrial Reserve 
Yard, Alameda, Calif., formerly General Engineering Co. yard, be leased to 
Plant Bros. Co. as a result of their successful competitive proposal. The protest 
is being made by an unsuccessful bidder for the yard. Plant Bros. Co. is active 
here in marine repair and general contracting work. The Plant brothers, Tom 
and George, are not asking for any special consideration. However, we are 
pleased to pass on to you for your information that they are well known here 
as capable contractors and are highly regarded by their friends in the American 
Federation of Labor. Request you support the proposal of the Plant Bros. 
We believe that the reopening of the yard would be beneficial to the shipyard 
industries in the bay area, particularly in the medium-sized craft program. 

A, F. MAILbLovx, 
Business Representative, 
San Francisco Building Construction and Trades Council. 





OAKLAND, CaLir., September 28, 1951. 
Congressman GEORGE MILLER, 
House Office Building, Washington, D. C.: 

Request you contact Congressman Shelley and Havenner re meeting 10 a. m. 
Monday on Plant Bros. contract for Navy work. Plant Bros. are fair and 
cooperative contractors with our unions. 

LESLIE Moore, 
Secretary, District Counsel of Painters No. 15. 





ALBERT SIMMONS ASSOCIATES, 
San Francisco, Calif., September 20, 1951. 
Hon. Cart VINSON, 
Chairman, Armed Services Committee, 
House of Representatives, Washington, D. C. 

My Dear CONGRESSMAN: I am appealing to you, a member of the committee 
whose duty it is to approve leases of shipyards, to examine carefully the rec- 
ommendation made by the Navy Department for the lease of the Naval Industrial 
Reserve Shipyard, Alameda, Calif. 

All leases are granted on the basis of the highest bid and ability to perform. 
Sinee our bid at the minimum of operation will yield the Government an annual 
rental of $150,000 while the recommended bid would be only $80,000 and our 
organization is above reproach, we should have been recommended as the highest 
responsible bidder. 

For more than a month I have been in Washington trying to get a realistic 
evaluation of the bids submitted. Unfortunately the Navy Department has 
not seen fit to rate the different operations of the shipyard in their proper 
perspective. 

Enclosed please find a copy of a memorandum submitted to your honorable 
committee which substantiates our contention that we are the highest respon- 
sible bidder. 

I would appreciate any assistance you may give in seeing that our bid is 
properly evaluated so that justice will prevail. 

Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALsBertT SIMMONS, President. 
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SEPTEMBER 14, 1951. 
Re: Lease of Naval Industrial Reserve Shipyard, Alameda, Calif. (formerly 
General Engineering & Dry Dock Corp. shipyard) 
ARMED SERVICES COMMITTEE, 
House of Representatives, Washington, D. C. 

(Attention of Mr. Smart.) 

Dear Sir: It is with deep regret that Albert Simmons Associates must again 
question the recommendation of the award of the lease for the Naval Industrial 
Reserve Shipyard, Alameda, Calif. We have shown the Navy Department that 
the Government would receive a minimum of $130,000 per year under our pro- 
posed bid and that our organization consists of the most efficient people in the 
industry. We fail to understand, therefore, why the Navy Department has 
recommended that the lease be awarded for approximately $80,000 to another 
bidder. 

On presenting our bid in San Francisco, a few minutes before the deadline for 
filing, we asked if we could attend the public opening. We cannot understand 
why in a public offering there was no public opening. 

In all fairness to everyone concerned we came to Washington more than 21 
days ago in order to present our facts to the responsible people in the Navy 
Department so that a proper evaluation of our bid could be made We contend 
that a proper analysis has not been made of our proposal (evaluated at $50,000 
by Navy) under “Rent (ii)’’ where we offered an additional 2 percent of all sums 
received from the Government or any agency thereof for ship work performed 
for its account; plus 80 percent of all compensation received by lessee as and 
from direct charges for (a) dockage and wharfage of ships berthed in or along- 
side any of the piers and wharves; (0) for the use of the drydock and marine 
railways. 

It is an accepted fact that in the operations of a shipyard that part of the 
revenue is derived from the repair and maintenance of Government vessels. 
Therefore it is antural to include in any estimate of rental the income derived 
from such work performed. é 

We therefore offered 2 percent of the gross receipts derived from the utiliza- 
tion of the upland facilities for Government purposes. It is our understand- 
ing that the Navy did not evaluate the amount forthcoming from this 
operation which we estimate will return at least $60,000 in rental payments 
as part of our lease. 

Another discrepancy we cannot reconcile is how (a) 40 percent of charges 
derived from drydock and marine plus (@) rate per foot of ship per calendar 
day can be rated at $50,000 while 30 percent of all charges derived from 
drydock, marine railway plus piers and wharves are only rated at $30,000. 
Competent ship repairmen will substantiate our contention that drydocks 
marine railways are used occasionally and for short, periods of time while 
piers and wharves are used constantly where a greater income is derived, 
particularly if you take a percentage of the cost of the job rather than just a 
flat charge on the footage of the ship. At a minimum our 30 percent of the 
entire operation will bring in $50,000. 

It can therefore be seen that at a minimum, with a base of $20,000, our rent 
would be $130,000 as compared with the recommended bid of $80,000. Please 
understand, gentlemen, that this is the rental based on the break-even point, 
which is $3 million worth of business. However, since the General Engineering 
& Dry Dock Corp. shipyard (now called naval industrial reserve shipyard) did 
as much as $40 million per year and since we have an efficient organization com- 
posed primarily of former employees of General Engineering & Dry Dock Corp., 
we expect to pay much more than $130,000 a year in rental to the Government, 

The personnel in our organization are experienced in every phase of the ship- 
yard business. As an example of the wide and varied experience of our group, 
we have, among others: (1) Albert Simmons, operated East Bay Shipbuilding & 
Repair during World War II; (2) P. P. Mesquita, General Engineering & Dry 
Dock over 25 years; (3) J. H. ofland, coordinator for ship repair and conversion 
1941-46 (United States Navy) for which he received Medal for Merit (see at- 
tached citation). 

There are three operating private shipyards in the San Francisco Bay area. 
We have the only other shipbuilding and ship repair organization since Mr. 
Mesquita brought the key men of the General Engineering & Dry Dock Corp. 
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shipyard to implement our force. There is a detailed breakdown of this personnel 
in our file at the Navy Department. That we are financially responsible can be 
attested to by the information furnished by us to the Navy at their request. Our 
previous correspondence with the committee will indicate that we have been 
formally negotiating for the lease of this yard for over a year. However, we 
have been trying to lease this yard since 1948. Therefore it can be seen that we 
have been sincerely interested in acquiring this shipyard for more than 2 years 
before the Korean episode 
We feel we are the highest bidder and we are in the best position to operate 
this yard, serve the Government, and obtain the greatest return for the Govern- 
ment and, therefore, entitled to the lease of the naval industrial reserve shipyard. 
In fairness and justice to everyone concerned, we believe that the recommenda- 
tion before you should be carefully reviewed since we contend that our proposal 
is more than 60 percent higher than this recommended bid. 
We are still in Washington and if your honorable body desires any further 
information or amplification of fact, we would be very happy to be at your service. 
Very truly yours, 
ALBERT SIMMONS ASSOCIATES, 
By ALBERT SIMMONS, President. 


PLANT Bros., INc., CONTRACTORS 

Sopac Ship Maintenance, Ine. 

Boiler cleaning. 

Ship scaling and painting. 

Sand blasting. 
Tank conversion. 
Chemical cleaning. 
Butterworth licensee. 


KNIGHT, Boranp & Riordan, 
San Francisco, Calif., August 30, 1951. 
Mr. ALBERT SIMMONS, 
Washington, D. C. 

Dear Mr. Simmons: Pursuant to your recent telephonic request I have inter- 
viewed Mr. Roy L. Butler respecting conversations which he had with Plant 
Bros., respecting the lease of the General Engineering yard in Alameda. 

Prior to the time that the last bids were put in, namely, on July 11, Mr. 
Butler interviewed Plant Bros. upon another subject and during the course 
of that conversation the subject of their leasing the General yard came up. At 
that time Mr. Plant stated that because of the lapse of a period of 18 months 
during which they had attempted to obtain this yard their financial backers 


were becoming disillusioned and showed no further interest. Therefore, they 
felt that it would be doubtful that they would even entertain bidding on July 25. 

After the bids had been put in, Mr. Butler was talking again with Mr. Tom 
Plant, Jr., about the General yard and the latter then stated that his brother 
had contacted the Navy in regard to the bid that they had placed out of courtesy. 
At this time his brother was informed that there were two and possibly three 
bidders who had placed a more entertaining proposal than their bid. He was 
unable to obtain the information concerning who was the top bidder but appar- 
ently from general conversation they do not anticipate getting the bid. 

At a still later date when Mr. Butler was interviewing Plant Bros. about 
taking over the Hyet & Struck Engineering Co. contract for the reconversion of 
the U. 8S. S: Black, Plant Bros. told Mr. Butler that although they want to 
participate, they had insufficient funds available over and above their present 
obligations and were tied up in other contracts so that they could not consider it. 

Very truly yours, 
KNIGHT, BoLaANp & RrorpAN, 
J. W. Rapit, 
Roy L. Buruer. 
DISTRIcT OF COLUMBTA, 
City of Washington, ss: 
Subscribed and sworn to before me this 17th day of September 1951. 
[SEAL] Frorence L. Surrtvan, Notary Public. 


My commission expires January 31, 1953. 
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(A copy of the proposed lease with the Plant Bros. Drydock Co. is 

also printed below.) 
PLANT Bros. Drypock Co., 
San Francisco, Calif., July 25, 1951. 
Subject: Naval Industrial Reserve Shipyard, Alameda, Proposal for Lease of. 
BUREAU OF SHIPS, DEPARTMENT OF THE NAVY, 
Washington, D. C., Via Assistant Industrial Manager, 
865 Illinois Street, San Francisco, Calif. 

GENTLEMEN: Plant Bros. Drydock Co., a California Corporation (hereinafter 
ealled the lessee) pursuant to and in accordance with the Navy's reinvitation 
for proposals, does hereby propose to lease the Government-owned shipbuilding 
and repair yard on Clement Avenue, Alameda, California (formerly known as 
the General Engineering and Drydock Corporation). The terms of this pro- 
posal are as follows: 

1. Leased property—This offer includes and is for all of the facilities. 

2. Term—A five (5) year term is desired, with option to renew for three (3) 
separate additional five (5) year periods. Lessee agrees to maintain the facility 
after lease expiration at government expense, if so required, to a total twenty 
(20) year period, including time leased. 

3. Use—Facility is to be used primarily for ship repair or shipbuilding 
purposes. 

4. Rent—Rent for use of facilities shall be: (1) Fixed amount per annum 
covering use of all the facilities $75,000 or (II) Alternate: (a) Fixed amount 
per annum for upland facilities $30,000, (b) percentage of charges made for 
use of drydock and marine railways 40 percent, (c) rate per foot of ship per 
calendar day for each ship moored at piers and wharves Pier A, $0.05—Pier 1, 
$0.05—Pier 2, $0.015—Pier 3, $0.025— Pier 4, $0.935—Pier 5, $0.035—Pier 6, $0.035. 

5. Maintenance—Lessee will protect, maintain and repair all of the facilities 
at its own expense in accordance with sound industrial practice. 

6. Insurance—Lessee will insure at its own expense in amounts and types 
satisfactory to the Department. 

7. Termination by Government—Lessee agrees that termination may be made 
by the Government during an emergency or on sixty (60) days notice in interest 
of National Defense. 

8. Alterations—Substantial alterations will be made only with prior Gov- 
ernment approval. 

9. Transfer or sublease.—Transfer or sublease shall be made only with prior 
xyovernment approval. 

10. Financial.—Lessee agrees to furnish a bond at his own expense guarantee- 
ing satisfactory performance. 

This proposal, as was our previous offer, is made in the name of the principal, 
PLANT BROS. DRYDOCK CO., a California Corporation. This is not a pro- 
posal by an agent. This proposal is not predicated upon award of government 
work for the plant or upon government furnishing or assisting in furnishing 
additional facilities. 

This proposal is subject to the right of the Navy and the lessee to negotiate 
it to a mutually satisfactory agreement. 

Very truly yours, 





PLANT Bros. Drypock Co., 
GeroRGeE B. PLANT. 


PLANT Bros. Dryvock Co., 
San Francisco, Calif., August 10, 1951. 
Subject: Naval Industrial Reserve Shipyard, Alameda, lease proposal. 
DEPARTMENT OF THE NAVY, BUREAU OF SHIPS, 
Washington, D. C. 
(Attention Mr. H. R. Benson or Mr. F. Turnbull, Commercial Facilities 
Division.) 

GENTLEMEN : Subsequent to your telephone inquiry this morning to Mr. K. H. 
Gedney, vice president, J. H. Poneroy Co., Inc., at his Washington office regard- 
ing our proposal of July 25, 1951, for lease of the subject yard, please be advised 
as follows: 
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This proposal follows in detail the form as directed by the notice of intention 
to lease but is also left open to negotiation with the intention of including any 
terms agreed to in the original proposal negotiations as desired by the Navy or 
lessee, 

Attached is an addendum to our proposal which should clarify your questions 
concerning tidelands property and termination terms. 

Very truly yours, 
PLtaNntT Bros. Drypock Co., 
By T. G. PLANT, Jr. 


PLANT Bros. Drypock Co., 
San Francisco, Calif., August 10, 1951. 
Subject: Naval Industrial Reserve Shipyard, Alameda, addendum No. 1 to 
proposal for lease of. 
BUREAU OF SHIPS, DEPARTMENT OF THE NAVY, 
Washington, D. C. 

GENTLEMEN: The following terms are offered in addition to those of our pro- 
posal of July 25, 1951, for lease of the subject yard: 

(7) Termination by Government.—Lessee agrees to the following: 

(a) At any time during any national emergency declared by the Presi- 
dent or Congress; or 

(0) Upon 60 days’ written notice to the lessee whenever the Secretary 
shall determine that the interest of national defense so require; or 

(c) Upon 90 days’ written notice to the lessee whenever the Secretary 
shall determine that the facilities are surplus to the further needs and 
responsibility of the Department; or 

(d@) Upon 10 days’ written notice to the lessee if lessee shall have de- 
faulted and shall not have cured such default within 30 days after written 
notice of such default. 

(11) Videland property.—Navy to sublease to the lessee, for the entire period 
of this lease and its renewals, the 15-acre, more or less, tideland strip between 
the facility and the channel at not to exceed $900 per annum. This amount is in 
addition to other lease payments by the lessee to the Navy. 

Very truly yours, 
PLANT Bros. DrybocK Co, 
T. G. Piant, Jr. 


ones 
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